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Chairman Roskam Announces Hearing on Lowering Costs and 
Expanding Access to Health Care through Consumer-Directed Health 

Plans  
 
House Ways and Means Health Subcommittee Chairman Peter Roskam (R-IL) 
announced today that the Subcommittee will hold a hearing on “Lowering Costs and 
Expanding Access to Health Care through Consumer-Directed Health Plans.” The 
hearing will examine trends in enrollment and demographics for health spending account 
holders and the benefits of consumer-directed health care.  It will also examine policies 
designed to give more consumers access to tax-favored savings accounts, including 
Health Savings Accounts.  The hearing will take place on Wednesday, June 6, 2018 in 
1100 Longworth House Office Building, beginning at 11:00 AM. 
 
In view of the limited time to hear witnesses, oral testimony at this hearing will be from 
invited witnesses only. However, any individual or organization may submit a written 
statement for consideration by the Committee and for inclusion in the printed record of 
the hearing. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit written comments 
for the hearing record must follow the appropriate link on the hearing page of the 
Committee website and complete the informational forms.  From the Committee 
homepage, http://waysandmeans.house.gov, select “Hearings.”  Select the hearing for 
which you would like to make a submission, and click on the link entitled, “Click here to 
provide a submission for the record.”  Once you have followed the online instructions, 
submit all requested information.  ATTACH your submission as a Word document, in 
compliance with the formatting requirements listed below, by the close of business on 
Wednesday, June 20, 2018.  For questions, or if you encounter technical problems, 
please call (202) 225-3625. 

FORMATTING REQUIREMENTS: 

The Committee relies on electronic submissions for printing the official hearing record.  
As always, submissions will be included in the record according to the discretion of the 
Committee.  The Committee will not alter the content of your submission, but we reserve 



the right to format it according to our guidelines.  Any submission provided to the 
Committee by a witness, any materials submitted for the printed record, and any written 
comments in response to a request for written comments must conform to the guidelines 
listed below.  Any submission not in compliance with these guidelines will not be printed 
but will be maintained in the Committee files for review and use by the Committee. 

All submissions and supplementary materials must be submitted in a single document via 
email, provided in Word format and must not exceed a total of 10 pages.  Witnesses and 
submitters are advised that the Committee relies on electronic submissions for printing 
the official hearing record. 

All submissions must include a list of all clients, persons and/or organizations on whose 
behalf the witness appears. The name, company, address, telephone, and fax numbers of 
each witness must be included in the body of the email.  Please exclude any personal 
identifiable information in the attached submission. 

Failure to follow the formatting requirements may result in the exclusion of a submission.  
All submissions for the record are final. 

The Committee seeks to make its facilities accessible to persons with disabilities. If you 
are in need of special accommodations, please call 202-225-1721 or 202-226-3411 
TTD/TTY in advance of the event (four business days’ notice is requested).  Questions 
with regard to special accommodation needs in general (including availability of 
Committee materials in alternative formats) may be directed to the Committee as noted 
above.  

Note: All Committee advisories and news releases are available at 
http://www.waysandmeans.house.gov/ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



LOWERING COSTS AND EXPANDING ACCESS 
TO HEALTHCARE THROUGH CONSUMER-DIRECTED 

HEALTH PLANS 
Wednesday, June 6, 2018 
House of Representatives, 
Subcommittee on Health, 

Committee on Ways and Means, 
Washington, D.C. 

 

The subcommittee met, pursuant to call, at 11:01 a.m., in Room 1100, 
Longworth House Office Building, Hon. Peter J. Roskam [chairman of the 
subcommittee] presiding. 

Chairman Roskam.  The subcommittee will come to order.  

Welcome to the Ways and Means Health Subcommittee hearing on lowering 
costs and expanding access to healthcare through consumer-directed health 
plans.  It is my pleasure to welcome our four witnesses today as we continue 
our discussion on lowering healthcare costs and increasing access to affordable 
insurance options.  

Healthcare reform should empower individuals and families to make decisions 
for themselves based on what fits their needs and their budget.  

One of the best tools we have to accomplish this goal is consumer-directed 
health plans that are paired with health savings accounts, or HSAs.  These plans 
offer lower premiums and a higher deductible to encourage better use of 
healthcare services.  

Engaging consumers in their healthcare spending is critical to reining in our 
system's ever-increasing costs.  These plans continue to increase in popularity, 
now covering more than 21.8 million Americans.  

Today our panel will update us on how health savings accounts are working for 
American families and employers.  We are going to hear interesting data on 
current enrollment trends and demographic information on millions of people 
enrolled in HSAs and other tax-preferred savings accounts.  We will also 
discuss many benefits of consumer-directed health plans and their potential cost 
to lower overall costs.  



I am also pleased to hear what role these plans can play in fostering more price 
transparency, something that we all have been discussing for quite some 
time.  In addition, our witnesses will tell us about the barriers employers and 
individuals face when trying to offer or enroll in an HSA qualified plan.  And, 
finally, we will examine the various reform ideas, including many authored by 
members of this subcommittee, that are aimed at expanding access to HSAs.  

Our goal is to use this hearing as an opportunity to discuss how we can give 
more people this affordable option for coverage while still preserving the right 
structural incentives to bend the cost curve and keep premiums low.  

I appreciate the knowledgeable testimonies of the witnesses here today, and this 
subcommittee looks forward to hearing comments, criticisms, and observations 
on how to flesh out the details of how best to improve HSAs through this 
hearing.  

Now I will yield to Mr. Thompson for the purpose of an opening statement. 

Mr. Thompson.  Thank you, Mr. Chairman.  Thank you for holding the 
hearing.  

And thanks to the witnesses for being here today.  

As it stands today, high-deductible health plans and the health savings accounts 
that accompany them plug a gap in the market.  They offer employers a lower 
cost alternative amid ever-climbing large and small group coverage rates and 
give patients a hand in making out-of-pocket payments.  These plans are a 
reflection of a healthcare market where cost growth continues to place quality 
care out of reach for far too many people.  

Health spending grows at more than two times the rate of inflation.  In the 
employer market, this is a direct result of the cost of care, including factors 
such as prescription drugs or hospital inpatient stays.  No one player in the 
healthcare industry is without some responsibility for these increasing costs.  

As policymakers, our reaction must not be to incentivize the shift of those costs 
to consumers.  It is not a cost containment solution; it is a cop-out.  It doesn't 
address the root of the problem, it is not sustainable, and it doesn't help the 
people that we represent, because forcing patients to feel the pain of their care 
cost doesn't necessarily lead patients to choose treatments that drive the best 
possible outcomes.  



At the end of the day, patients are not expert consumers of healthcare, and 
simply exposing them to high prices doesn't change their understanding of the 
value of a treatment, what gets them the most bang for their buck.  That is in 
large part because they may not have a choice given the consolidation or 
provider affiliations, or they simply don't have the time, expertise, nor 
information to become truly well informed.  

In California, for example, hospitals report charges for their 25 most common 
outpatient procedures, but that information isn't standardized or audited for 
accuracy.  California Healthcare Compare, the State's online tool for consumers 
to compare price and quality, offers only that information which insurers and 
providers have elected to share.  

Options that look appropriate based on the site's information may not even be 
in the patient's high-deductible health plan's network.  And for the quarter of 
consumers enrolled in high-deductible health plans, all the information in the 
world isn't going to help them meet their deductible when they have no HSA 
and their out-of-pocket costs are simply unaffordable.  

From our witnesses today we can learn more about the technical aspects of 
these plans, how we remedy unintended consequences of existing policies, and 
the impact of changes, like those sought by members of our committee on a 
bipartisan basis.  But we should be under no false impression that such change 
will provide our constituents with meaningful relief from the type of healthcare 
bills that leave them deciding between rent and critical care.  

This committee has more work to do to address growing healthcare costs, and I 
look forward to working with my colleagues to develop and improve policies 
set forth under the ACA to bend the cost curve over the long term.  

Mr. Chairman, is now the appropriate time for me to introduce the Democratic 
witness?  

Chairman Roskam.  Not quite yet, but it is coming soon.  

Mr. Thompson.  But you will let me know?  

Chairman Roskam.  Yes, sir.  

Mr. Thompson.  All right.  Thank you.  I yield back. 

Chairman Roskam.  Thank you, Mr. Thompson. 



Without objection, any member's opening statements will be made part of the 
record.  

We will hear from our witnesses.  Let me briefly introduce three of them and 
then I will yield to Mr. Thompson.  

First, we will hear from Roy Ramthun, who is the president and founder of Ask 
Mr. HSA Service, who will give us an account and basically an overview of the 
creation of HSAs and explain the benefits of consumer-directed healthcare and 
why access to these accounts should be expanded.  

Next, we will hear from Matt Eyles, the president and CEO of AHIP, America's 
Health Insurance Plans, who will update us on the enrollment trends and 
demographics of account holders.  His testimony is going to highlight some of 
the experience of HSAs in the individual market, including the exchanges and 
how HSAs can offer lower costs for middle-income Americans.  

Then we will hear from Jody Dietel, who is the chief compliance officer at 
WageWorks, who is going to present data that will inform us about who will be 
benefiting from HSAs today.  In addition, she will give us insight on the 
barriers that employers are facing when they try to offer these plans.  

And now I would yield to Mr. Thompson for the introduction of our final 
witness.  

Mr. Thompson.  Thank you, Mr. Chairman.  

And thank you, Dr. Sherry Glied, for being with us today.  

Dr. Glied currently serves as the dean of New York University's Robert F. 
Wagner Graduate School of Public Service.  Prior to her work in academia, 
Dr. Glied served as the Assistant Secretary for Planning and Evaluation at 
HHS, and she was a member of the President's Council of Economic Advisers.  

As an expert on the intersection of healthcare and economics, Dr. Glied can 
provide our committee with valuable insight on how we can most effectively 
address cost and affordability in the context of consumer-directed accounts.  

Dr. Glied, thank you for being with us.  



Chairman Roskam.  Thank you all for being with us today.  As I explained in a 
little pregame a moment ago, each of you have 5 minutes.  Your written 
testimony is a part of the record, and this committee is familiar with it.  

Then we will invite members to inquire.  n old trick is for members to talk for 
about 4-1/2 minutes and then use 15 seconds to pose a question and then give 
you 5 seconds to answer.  So we will try and resist that temptation today.  

And, Mr. Ramthun, we will start with you.  You are recognized. 
 
STATEMENT OF ROY RAMTHUN, PRESIDENT AND FOUNDER, 
HSA CONSULTING SERVICES, LLC  
  

Mr. Ramthun.  Thank you.  

Chairman Roskam, Ranking Member Levin, and members of the 
subcommittee, I thank you for this opportunity to testify before you today.  My 
name is Roy Ramthun, and I led the implementation of the HSA program after 
its enactment in 2003 while serving at the U.S. Treasury Department.  

A few years later, I started my own consulting practice to devote my full time 
and attention to this program and related issues.  

The HSA market is currently dominated by employer-sponsored coverage, with 
over 80 percent of the enrollment coming from large employers.  Employee 
enrollment in high-deductible health plans has doubled over the past 6 years, 
with approximately 30 percent of employees now being enrolled in these plans, 
many of whom have HSAs.  

I expect these trends to continue as long as premiums increase faster than 
inflation and the ACA's Cadillac plan tax looms in the future.  

In contrast, the individual market was originally the largest source of HSAs, but 
over time has fallen to under 10 percent of all participants.  

HSA plans have been available on the State health insurance exchanges since 
2014, primarily as Bronze and Silver Plans.  But as with the rest of the 
individual market, carrier exits and reduced product offerings have limited 
HSA plan choices more recently.  



Regardless of market segment, it seems as if every plan is a high-deductible 
plan today, but not all plans with high deductibles make individuals eligible for 
HSAs.  Recent data from the National Center for Health Statistics indicates that 
approximately 43 percent of working age adults are enrolled in high-deductible 
health plans, but only about 18 percent are enrolled in an HSA-qualified plan, 
leaving the other 25 percent without access to an HSA.  

As a result, millions of Americans face similar exposure to out-of-pocket costs 
but cannot use an HSA to protect them.  

HSAs could be a part of the solution to this problem.  HSAs require no 
guesswork and no reason to fear losing the money that is not spent each 
year.  In fact, most people could save money simply by adding up all their 
qualified health expenses at the end of the year and reimbursing them through 
their HSA.  

There are numerous legislative proposals to modify HSAs pending before the 
Ways and Means Committee, including bills introduced by members of this 
subcommittee.  In particular, I would like to acknowledge the leadership of 
Representative Erik Paulsen, who has sponsored the Health Savings Act for the 
past several Congresses.  

The HSA industry still considers this bill the gold standard for HSA 
legislation.  I have summarized and categorized the legislation as part of my 
written testimony for your review.  

I believe the simplest way to allow more Americans to access HSAs is to move 
to a more flexible health plan design based on actuarial value.  Actuarial value 
tells us how generous a plan's benefit design is based on its deductibles, copays, 
coinsurance, and annual out-of-pocket limits.  

For example, an actuarial value of 90 percent indicates that a plan is designed 
to cover 90 percent of the benefit costs on average, leaving 10 percent to be 
paid out-of-pocket by the enrollees.  Since deductibles and out-of-pocket limits 
have the greatest impact on actuarial value, plans with lower deductibles and 
lower out-of-pocket limits typically have higher actuarial values.  

Actuarial value could become an alternative way of determining HSA 
eligibility.  I recommend that health plans with actuarial values below 
80 percent also make consumers eligible for HSAs.  



I believe 80 percent is a reasonable standard because HSA-qualified plans can 
currently be offered in the gold metal tier on the State insurance exchanges, and 
I also believe employer-sponsored coverage is close to 80 percent currently.  

I hope you will consider this proposal as you contemplate making changes to 
HSAs.  

In conclusion, I support expanding HSAs to more Americans to help them with 
their growing out-of-pocket costs.  I also support expanding contribution limits 
for HSAs so that everyone has the opportunity to cover their full risk for 
out-of-pocket expenses through their HSA.  This would especially help 
Americans with chronic conditions and high medical bills.  

Mr. Chairman and members of the subcommittee, I appreciate the opportunity 
to provide this testimony today.  I look forward to discussing these issues in 
greater detail with you, and I would be pleased to answer any questions you 
have.  Thank you. 
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Written Statement of 
 

Roy J. Ramthun 
President, HSA Consulting Services, LLC 

 
Before the 

 
Subcommittee on Health 

Committee on Ways & Means 
U.S. House of Representatives 

 
Wednesday, June 6, 2018 

 
 
Chairman Roskam, Ranking Member Levin and members of the Subcommittee, I would like to 
thank you for this opportunity to testify before the Subcommittee on Health about how 
consumer-directed health plans and Health Savings Accounts (HSAs) can help lower costs and 
expand access to health care.  My name is Roy Ramthun, and I am a private consultant residing 
in the Washington, DC area.  My consulting practice focuses primarily on helping financial 
institutions, HSA administrators, employers, health plans, brokers, and consumers to better 
understand and take advantage of the benefits offered by consumer-driven health care programs 
such as HSAs and their associated health insurance plans. 
 
I have had the distinct honor to serve our country in positions at the U.S. Senate Committee on 
Finance, the White House, the Treasury Department, and the Department of Health and Human 
Services (HHS).  While at the Treasury Department, I led the implementation of the HSA 
program after its enactment in 2003. I started my own consulting practice after leaving the White 
House in 2006 to devote my full time and attention to this program and related issues. 
 
 
Brief History of HSAs 
 
HSAs were officially created in the Medicare Modernization Act of 2003 (P.L.: 108-173), 
although they can trace their roots to a demonstration program created in the Health Insurance 
Portability and Accountability Act (HIPAA) of 1996 (P.L. 104–191) known as Archer Medical 
Savings Accounts (MSAs).  The basic structure has remained largely unchanged since 2003, 
with somewhat modest changes having been made in the Health Opportunity Patient 
Empowerment (HOPE) Act of 2006 (title III of P.L. 109-432) and the Affordable Care Act of 
2010 (P.L. 111–148).  Starting in 2014, HSA-qualified health insurance plans have been offered 
on the state health insurance exchanges as well. 
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Evolution of HSAs Since 2003 
 
The history of the HSA program is a tale of two markets.  In the early days, most of the growth 
in HSAs came from individuals and small employers.  Over time, larger employers have driven 
most of the growth, according to data from America’s Health Insurance Plans (see Fig. 2 below).  
According to the National Business Group on Health, nine in ten employers (90%) will offer at 
least one consumer-driven health plan in 2018. In addition, nearly forty percent (40%) of 
employers will offer a consumer-driven health plan as the only plan option in 2018, compared 
with thirty-five percent (35%) in 2017.  The most common consumer-driven plan design is a 
high-deductible health plan paired with an HSA, offered by eighty percent (80%) of employers 
with any type of consumer-driven health plan. 
 

 
 
Today, consumer-driven health plans are the fastest growing product in the market for employer-
based group health plans.  Estimates vary, but approximately thirty percent (30%) of employees 
are now enrolled in consumer-driven health plans.  This percentage has doubled over the past 6 
years.  What is fueling the growth in consumer-driven health plans?  One of the reasons is the 
dramatic increase in health insurance premiums (see Fig. 1.12 below). 
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Other surveys suggest that costs may be even higher.  For example, Milliman Inc. recently 
reported that health care costs for the typical family of four are projected to reach $28,166 
through an employer-sponsored preferred provider organization (PPO) plan this year. The 4.5 
percent increase in projected costs for 2018 is the second lowest in the 18-year history of 
Milliman’s Medical Index, just slightly above last year’s record low rate of 4.3 percent. 
 
As premiums have risen, employers and insurance carriers have increased deductibles almost 
annually in an effort to moderate year-over-year premium increases.  Fifteen years ago, it was 
hard to find high deductible plans in the large employer group market.  Today, it seems as if 
every plan is a high deductible plan as deductibles for preferred provider organizations (PPOs) 
and even health maintenance organizations (HMOs) have risen to levels similar to that for HSAs.  
Annual deductibles for workers with employer-sponsored HSA plans averaged $2,433 for self-
only coverage, and $4,647 for family coverage in 2017.1   
 
 
 
 
 
 

                                                      
1 Kaiser Family Foundation, “2017 Employer Health Benefits Survey,” September 19, 2017, Figure 8.7, 
https://www.kff.org/report-section/ehbs-2017-section-8-high-deductible-health-plans-with-savings-option/. 
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Issues, Challenges & Opportunities for HSAs 
 
HSA eligibility requires enrollment in a high deductible health insurance plan.  But not all plans 
with high deductibles make individuals eligible for HSAs.  This is due to the strict requirements 
for “HSA-qualified” high deductible plans.  At the beginning of the program (2004), this meant a 
deductible of $1,000 for self-only coverage and $2,000 for family coverage.  The minimum 
deductibles are adjusted annually for inflation2 and have increased modestly since 2004.    For 
2018, the minimum deductibles have risen to $1,350 for self-only coverage and $2,700 for 
family coverage.  If a health insurance plan does not meet the minimum deductible for 2018, it 
cannot be an HSA-qualified plan.  While other plans may have deductibles above these amounts, 
there are other reasons why they are not HSA-qualified. 
 
One of the main features that separates HSA-qualified plans from other health insurance plans 
with high deductibles is that the HSA-qualified plan deductible must apply to all covered 
benefits, including prescription drugs, received from in-network providers.  Plans that do not 
apply a deductible or apply a separate lower deductible to prescription drugs cannot be an HSA-
qualified plan.  The only benefits that may be covered before the deductible is met are preventive 
care services.  In 2010, the Affordable Care Act borrowed this concept from HSAs and made 
coverage of preventive care services a requirement for all health plans regardless of deductible, 
including self-insured employer-sponsored plans. 
 
Another key requirement for HSA-qualified plans is an annual limit on out-of-pocket expenses.  
At the beginning of the program (2004), this meant annual limits of no more than $5,000 for self-
only coverage and $10,000 for family coverage.  The annual out-of-pocket limits are also 
adjusted annually for inflation3 and have increased modestly since 2004.  For 2018, these 
amounts have risen to $6,650 for self-only coverage and $13,300 for family coverage.  If a health 
insurance plan does not limit annual out-of-pocket expenses to these or lower amounts for 2018, 
it cannot be an HSA-qualified plan. 
 
Annual out-of-pocket limits are another feature borrowed from HSAs by the Affordable Care 
Act (ACA) which made them a requirement for all health plans, including self-insured employer-
sponsored plans.  In 2014, the ACA out-of-pocket limits started out at the same amounts as the 
HSA out-of-pocket limits.  But the annual inflation adjustment factor used to adjust the ACA 
limits is the medical component of the consumer price index (M-CPI) whereas the HSA-
qualified plans limits have since been adjusted by CPI (now chained-CPI).  Thus, the ACA out-
of-pocket limits have risen much faster than the HSA limits.  For example, for 2018 the ACA 
out-of-pocket limits are $7,350 for self-only coverage and $14,700 for family coverage, $700 
and $1,400 higher than the HSA limits, respectively.  This means that HSA-qualified plans 
provide better protection against high medical expenses than the ACA requires.  Further, all 
plans with annual out-of-pocket limits above the HSA-qualified limits deny their enrollees access 
to an HSA which could greatly help them pay for their out-of-pocket costs. 
 

                                                      
2 Initially, the inflation adjustment factor was the consumer price index (CPI) but this has now been changed to 
chained-CPI as a result of the tax reform law enacted in December 2017. 
3 Ibid. 
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There isn’t much information regarding how high employers offering self-insured health plans 
are setting their annual out-of-pocket limits.  In the individual market, the picture is clearer.  
According to an analysis by Ed Haislmaier of the Heritage Foundation, more than half of all plan 
designs (54.7 percent) in the 39 states using the federally run exchange through Healthcare.gov 
set out-of-pocket limits at the maximum allowed by the ACA.4  Cost-sharing limits are set at the 
maximum level allowed for: 
 

 all Catastrophic-level plans 
 51 percent of Bronze-level plan designs 
 58 percent of Silver-level plan designs 
 41 percent of Gold-level plan designs. 

Because the ACA’s maximum out-of-pocket limits are higher than those for HSA-qualified 
plans, over half (57 percent) of all plan designs now offered through the federal exchange have 
out-of-pocket maximums that are too high for the plan to qualify for an HSA.  As shown in Chart 
1 below, only 30 percent of plans sold on the federal exchange meet the criteria of having both a 
deductible high enough and an out-of-pocket limit low enough to qualify for an HSA.  Of the 
plans that are not HSA-qualified, 19 percent fail to qualify because their deductibles are too low, 
while 81 percent do not qualify because their out-of-pocket limits are too high.5 

 

Under most of ACA’s HSA-qualified plan designs, annual deductibles exceed the maximum 
amount that an individual could contribute to their HSA.  Of the HSA-qualified plan designs 
offered in the 39 Healthcare.gov states, 52 percent have deductibles for self-only coverage that 
are higher than the maximum HSA contribution amount of $3,450, and 61 percent have 
deductibles for family coverage that are higher than the maximum HSA contribution amount of 
$6,900.  One-quarter of the HSA-qualified plan designs have deductibles set at, or near, the 
maximum out-of-pocket limit. 

                                                      
4 “Obamacare’s Cost Sharing is Too High, Even for HSAs,” https://www.heritage.org/health-care-
reform/report/obamacares-cost-sharing-too-high-even-hsas 
5 Ibid. 
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In the first few years of the state insurance exchanges, HSA-qualified plans were generally 
available, primarily in the Silver and Bronze metal tiers.  But carrier exits and reductions in plan 
offerings have also impacted HSAs.  In 2018, six of the 39 states using the federal exchange 
have counties in which no HSA-qualified plans are available, including Pennsylvania and 
Tennessee (see Table 1).6 

 
 
Looking more broadly at American’s health insurance coverage throughout the year, recent data 
from the National Center for Health Statistics indicates that enrollment in consumer-driven 
health plans has grown by about seventy percent (70%) over the past seven years.  Enrollment in 
HSA-qualified plans has doubled during this same time.  Despite this growth, many more 

                                                      

6 Edmund F. Haislmaier, “2018 Obamacare Health Insurance Exchanges: Competition and Choice Continue to 
Shrink,” Heritage Foundation Issue Brief No. 4813, January 25, 2018, 
https://www.heritage.org/sites/default/files/2018-01/IB4813_1.pdf. 
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Americans are enrolled in other plans with high deductibles that do not make them eligible for an 
HSA.  I will address this disparity later in my testimony. 
 

 
 
 
The Benefits of Consumer-Driven Health Care 
 
There are several benefits of consumer-driven health care, including premium savings for 
employers and workers, lower year-over-year trend, tax-free contributions by employers to 
workers’ HSAs, and more engaged consumers.  I will address each of these benefits below. 
 
 Premium Savings for Employers 
 
One of the biggest reasons employers are switching to HSAs is because the premiums are about 
$2,400 less than traditional plans for family coverage, as can be seen from the table below 
(Fig.8.8) from the September 2017 report by the Kaiser Family Foundation/Health Research in 
Education Trust (KFF/HRET).7  Employers could just pocket their savings, but this report 
indicates that many of them are sharing their premium savings with their workers in the form of 
contributions to workers’ HSAs.  On average this amounts to $1,100 per worker for those with 
family coverage. 
 

                                                      
7 https://www.kff.org/health-costs/report/2017-employer-health-benefits-survey/ 
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According to Willis Towers Watson’s 22nd  annual Best Practices in Health Care Employer 
Survey,8 seventy-seven percent (77%) of best performing companies have moved their 
employees into consumer-driven health plans.  Combined with other strategies, this has led to 
significant savings on their health benefit costs.  Best-performing companies achieved a $2,251 
per employee per year health care cost advantage over the national average in 2017 ($9,950 
compared with $12,201).  Other studies have shown similar results.  This is hard evidence of 
“bending the cost curve” that is so elusive for the rest of our nation’s health care system. 
 
Why isn’t every company offering consumer-driven health plans?  They may have to if the 
ACA’s “Cadillac plan” tax ever goes into effect.  Companies may have few other options as 
effective as consumer-driven health plans to keep their costs below the thresholds where the 
excise tax will affect them. 
 
 Premium Savings for Employees 
 
Not only are employers saving money on premiums, workers are too – approximately $1,850 for 
family coverage (see Fig 8.8 above), according to the 2017 report from KFF/HRET. 
 
 Employer Contributions to Employees’ HSAs 
 
Employers could just pocket their premium savings, but the 2017 KFF/HRET report indicates 
that many of them are sharing their premium savings with their workers in the form of 
contributions to workers’ HSAs.  On average this amounts to $1,100 per worker for those with 
                                                      
8 https://www.willistowerswatson.com/en/press/2018/03/best-performing-companies-achieve-significant-health-
care-cost-savings 
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family coverage.  Combined with workers’ own premium savings of $1,850, almost $3,000 can 
be deposited in their HSAs without taking money away from their retirement plan, take-home 
pay or other savings. 
 
 Lower Overall Spending on Health Care 
 
The potential for bending the cost curve for national health care spending was confirmed several 
years ago when researchers at the RAND Corporation published in the journal Health Affairs the 
results of their analysis of the potential impact of consumer-driven health plans on the American 
health care system.9  The RAND analysis suggested that if consumer-driven health plans grow to 
represent half of all employer-sponsored insurance in the United States, health care spending 
could drop by $57 billion annually—about 4 percent of all health care spending among non-
elderly Americans.  The study acknowledges that HSAs are far more cost-effective and estimates 
that if all of the same people were covered by HSA-qualified plans the annual savings would be 
as high as $73.6 billion.  This may be a conservative estimate. 
 
 More Engaged Consumers 
 
But consumer-driven health plans are not just about saving money.  It’s also about how the 
money is saved—by changing how employees think about their health and taking action to 
improve it.  I would like to take a few moments to clear up some common misperceptions about 
consumer-driven health plans. 
 
First, research is increasingly suggesting that lifestyle behaviors account for approximately three-
quarters of health care spending in the U.S.  This is likely to only get worse as diet, obesity, lack 
of exercise, and smoking take its toll on our bodies and our health care system.  Fortunately, 
consumer-driven health plans cover preventive care services without applying a deductible or 
other out-of-pocket expense. In fact, “free” preventive care was included in the original design of 
HSAs, long before the ACA made it a requirement of all health plans.  Data from Aetna, Cigna, 
the Employee Benefit Research Institute (EBRI), and others suggests that utilization of 
preventive care services is higher when individuals are enrolled in consumer-driven health plans. 
Additional data suggests higher compliance with disease management and treatment regimens 
for individuals with chronic conditions. While there is always a risk that people will seek less 
care when spending their own money (several studies have raised this concern), I am not aware 
of any evidence to suggest that the health status of individuals enrolled in consumer-driven 
health plans has declined, and in most cases, it appears to be improving. Obviously, this is an 
issue to monitor for the future. 
 
Second, individuals enrolled in consumer-driven health plans are more engaged in their health 
care.  Several surveys by EBRI suggest that enrollees in consumer-driven health plans are more 
likely to: (1) check whether their plan would cover their care; (2) talk to their doctor about 
treatment options and costs; (3) talk to their doctor about prescription drug options and costs; (4) 
ask for a generic drug; (5) check the price of service before seeking care; (6) use an online cost-

                                                      
9 https://www.rand.org/pubs/research_briefs/RB9690z3/index1.html 
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tracking tool; and (7) develop a budget to manage health care expenses.  Similar findings have 
been reported by insurance carriers. 
 
Third, HSA-qualified consumer-driven health plans provide true catastrophic protection by 
virtue of their annual limits on out-of-pocket expenses and have been doing so since 2004.  
These limits apply both to medical and pharmacy expenses and therefore provide an extremely 
important benefit to people with chronic conditions and/or high annual health care expenses. 
 
Fourth, covered benefits and services are generally identical to traditional plans, not “skimpier” 
as some critics believe.  The ACA does not allow it except for other types of insurance plans 
which are not generally HSA-qualified.  What is different is the amount of covered benefits paid 
by the consumer-driven health plan.  So, while the exact same benefits may be covered by each 
plan, the consumer-driven health plan may only cover 60 or 70 percent of the cost of covered 
benefits, whereas a traditional HMO or PPO plan may cover 80 or 90 percent of the cost of 
covered benefits, on average.  However, the difference in out-of-pocket costs for covered 
benefits is typically offset almost dollar-for-dollar by a difference in premiums.  For example, a 
plan with a higher deductible (by $2,000) will typically have a premium that is $2,000 lower.  
Many people understand this concept when applied to their auto and homeowner’s insurance 
policies, but the concept is still relatively new to many people for their health insurance. 
 
Fifth, even though individuals enrolled in consumer-driven health plans typically have higher 
out-of-pocket expenses, they still receive the benefit of the discounted prices for medical services 
negotiated by their insurance plan.  For example, a patient may have an office visit with his or 
her personal physician.  While the physician may charge $150 for each office visit, he/she 
usually accepts a discounted fee of $70 to $100 depending on the insurance plan.  In these cases, 
the patient would pay only $70 to $100 until their deductible is met, not the full $150 charged by 
the physician. 
 
Sixth, there is a growing industry of companies providing transparency services to help people 
manage their medical care and health care finances.  Companies like Compass, Medibid, BidRx, 
ZendyHealth, Healthcare Blue Book, and others are responding to the needs of patients by 
providing better information about the price and quality of health care services.  Another 
industry is responding to the demand for “wellness” services to help people maintain and 
improve their health to avoid disease and chronic conditions.  These companies would likely not 
exist without the growing consumer demand for better value for their health care dollar. 
 
Finally, even though individuals enrolled in consumer-driven health plans are typically subject to 
higher up-front deductibles, most employers are providing a contribution of funds to the 
associated HSA which helps lessen the sting of the deductible.  In addition, workers’ premium 
savings can also be re-directed towards funding their HSAs.  With HSAs, unspent funds 
automatically accumulate each year and are therefore available to meet future health expenses. 
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Why HSAs Should Be Expanded 
 
Eligibility for HSAs should be expanded so that millions more Americans can take advantage of 
their protection against high out-of-pocket costs.  As deductibles have risen dramatically for all 
plans since the enactment of the Affordable Care Act, there is a greater need for helping 
Americans save for their out-of-pocket costs.  HSAs could be part of the solution to this problem.  
HSAs are not limited to workers with the right employment -- anyone that is eligible can 
establish and contribute to an HSA.  In addition, there is no guesswork involved and no reason to 
fear losing the money that is not spent each year.  In fact, most people could save money simply 
by adding up all their qualified health expenses at the end of the year and reimbursing them 
through their HSA. 
 
 
Proposals to Expand/Modify HSAs 
 
Currently, there are numerous legislative proposals to modify HSAs, including some bipartisan 
legislation.  The industry-supported “gold standard” is the Health Savings Act (H.R. 1175) 
sponsored by Health Subcommittee member Rep. Erik Paulsen (R-MN). 
 
In general, HSA-related bills seek to do one or more of the following: 
 

1. Make more Americans eligible for HSAs; 
2. Allow Americans to contribute more money to their HSAs each year; 
3. Allow HSAs to be more flexible so funds can be used for additional health-related 

expenses; 
4. Allow HSA assets to be transferred or rolled over tax-free to a child, parent, or 

grandparent of an account owner (currently limited to spouses); or 
5. Protect HSA assets from creditors in personal bankruptcy situations. 

 
I have attached a summary of the bills introduced in the 115th Congress that include provisions 
addressing each of these areas (see Attachment 1). 
 
 
Moving to a More Flexible Plan Design for HSAs 
 
After reviewing the existing legislative proposals, I believe the simplest way to allow more 
Americans to access HSAs is to move to a more flexible health plan design for HSA-eligibility 
instead of the rigid “high deductible health plan” with all its bells and whistles.  Americans don’t 
want to hear why they can’t have an HSA.  They want to know how they can take advantage of 
an HSA, too. 
 
I recently wrote a white paper10 about one approach towards moving to a more flexible plan 
design based on actuarial value instead of specific deductibles and other requirements.  Actuarial 
value is a numerical value that reflects the generosity of the plan’s coverage.  For example, a 
plan with an actuarial value of eighty percent (80%) is designed to cover eighty percent (80%) of 
                                                      
10 https://www.aba.com/Advocacy/Issues/Documents/Moving-More-Flexible-Standard-HSAs.pdf 
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the cost of the benefits covered by the plan, on average, leaving 20 percent to be paid out-of-
pocket by the individual(s) enrolled in the plan. 
 
Actuarial value reflects the plan design features including deductibles, copays, coinsurance, and 
annual limits on out-of-pocket expenses.  In general, the greater the amount of covered benefits 
the plan pays (i.e., the less the consumer pays out-of-pocket), the higher the actuarial value.  
Since deductibles and out-of-pocket limits have the greatest impact on actuarial value, this means 
that plans with lower deductibles and lower out-of-pocket limits typically have higher actuarial 
values because the plan pays a larger share of the total benefit costs.  Conversely, plans with 
higher deductibles and higher out-of-pocket limits typically have lower actuarial values because 
the plan pays a smaller share of the total benefit costs. 
 
Actuarial value is a common calculation in insurance plan design but is not typically known by 
or disclosed to consumers except for the “metal tier plans” (e.g., Bronze, Silver, etc.) available in 
the state health insurance exchanges under the ACA.  Actuarial value can help consumers 
compare the cost of premiums relative to their exposure for out-of-pocket costs.  Under the 
ACA, insurance carriers use a standardized methodology (the “AV Calculator”) for determining 
the actuarial value of each plan offered on the state insurance exchanges in a standardized way.  
This methodology or a similar standard could be used for this purpose. 
 
In my white paper, I propose that future HSA eligibility could be based on a plan’s actuarial 
value instead of specific deductibles and other plan features.  I recommend that enrollment in a 
health plan with an actuarial value below eighty percent (80%) would make consumers eligible 
for an HSA.  I recommend this threshold for actuarial value because HSA-qualified plans can 
currently be offered in the Gold metal tier on the state insurance exchanges. 
 
Once an AV standard is set for future HSA-qualified plans, insurance carriers should have the 
flexibility to design plans with vary levels of cost-sharing.  All plans with actuarial values below 
the eighty percent (80%) threshold would make consumers eligible for HSAs.  Plans with 
actuarial values above that standard would not.  I hope you will consider this proposal as you 
contemplate making changes to HSAs. 
 
 
Conclusion 
 
I support expanding HSAs to more Americans to help them with their growing out-of-pocket 
costs.  I also support expanding contribution limits for HSAs so that everyone has the 
opportunity to cover their risk of out-of-pocket expenses through their HSA.  One never knows 
when a “really bad year” might be lurking around the corner.  If we are lucky enough to keep our 
job and our health, then the money we save will help us pay for our health care in retirement.  
With Medicare’s finances less than certain and the potential cost of long term care, expanding 
HSAs is one way of helping us all. 
 
On another Medicare-related note, when I turn 65 I will not have the option to stay off Medicare 
even if I continue to work as a self-employed individual.  I think this should be changed.  I 
would like to continue my HSA eligibility and save taxpayers money by not having Medicare 
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cover my medical bills until I fully retire.  Expanding HSAs to working seniors would eliminate 
the discrimination for millions of pre-retirees that can and choose to work beyond age 65.  Many 
of us want to and have the incentive to do so because we will not be able to qualify for full 
Social Security benefits until age 67. 
 
Mr. Chairman and members of the Subcommittee, I appreciate the opportunity to provide this 
testimony today.  I look forward to the opportunity to discuss these issues in greater detail with 
you.  I would be pleased to answer any questions you have. 
 
Thank you. 
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Attachment 1 
 

HSA-Related Legislation Introduced in the 115th Congress 
 

As of June 1, 2018 
 
 Bills that Would Make More Americans Eligible for HSAs 

 Deem all Bronze, Silver, and Catastrophic plans sold on the state insurance exchanges as 
HSA-qualified plans -- H.R. 35 (Burgess) 

 Eliminate the requirement that an HSA-eligible individual be enrolled in an HSA-
qualified plan – H.R. 247 (Brat), H.R. 408 (King), H.R. 1072 (Sanford) 

 Clarify that direct primary care services are not “insurance” that would disqualify an 
individual from HSA eligibility – H.R. 365 (Paulsen), H.R. 1175 (Paulsen), H.R. 1280 
(Fortenberry) 

 Allow Medicare beneficiaries to contribute to an HSA – H.R. 408 (King). 
 Allow HSA-eligible seniors enrolled in Medicare Part A only to contribute to HSAs – 

H.R. 1175 (Paulsen) 
 Allow Native Americans that are otherwise HSA-eligible to contribute to their HSAs 

regardless of utilization of IHS or tribal medical services – H.R. 1175 (Paulsen), H.R. 
1476 (Moolenaar) 

 Allow members of health care sharing ministries to contribute to HSAs – H.R. 1175 
(Paulsen), H.R. 2310 (Kelly) 

 Allow HSA-eligible individuals to receive specified health care services at their 
employer’s on-site medical clinic without cancelling their HSA-eligibility – H.R. 1175 
(Paulsen) 

 Allow HSA-eligible health plans to use embedded deductibles for family coverage that 
are as low as the minimum deductible for self-only coverage (i.e., $1,300/person vs. 
$2,600/person for 2017) – H.R. 1175 (Paulsen) 

 Expand the definition of “preventive care” services to include certain prescription and 
over-the-counter drugs for chronic conditions – H.R. 1175 (Paulsen) 

 Modify the safe harbor definition of “preventive care” to include care related to the 
treatment of any medically complex chronic condition – H.R. 4978 (Black/Blumenauer), 
H.R. 5138 (Kelly) 

 Modify the definition of “permitted insurance” that HSA-eligible individuals may have 
coverage under without impacting their HSA eligibility to include insurance policies 
known as “excepted benefits” – H.R. 5138 (Kelly) 

 Allow HSA-eligible workers to access certain medical services provided at on-site 
employer clinics or retail clinics without impacting their HSA eligibility – H.R. 5138 
(Kelly) 

 Allow otherwise HSA-eligible individuals to contribute to their HSA even when their 
spouse participates in a general health FSA – H.R. 5138 (Kelly) 

 Allow individuals participating in a health FSA or HRA to become HSA-eligible if 
unused funds in the FSA or HRA are converted to a post-deductible FSA or HRA, a 
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limited purpose FSA or HRA, a retirement HRA, a suspended HRA, or the remaining 
FSA or HRA funds are used solely for preventive care – H.R. 5138 (Kelly) 

 Allow individuals to disclaim any coverage that would disqualify them from HSA 
eligibility – H.R. 5138 (Kelly) 

 Modify the definition of an HSA-qualified plan to permit coverage of two primary care 
office visits before the deductible is satisfied (H.R. 5858) 

 Bills that Would Allow Americans to Contribute More Money to Their HSAs 

 Set the maximum contribution to an HSA at the annual limit for out-of-pocket expenses 
under an HSA-qualified plan (i.e., $6,650 for singles, $13,300 for families for 2018) – 
H.R. 35 (Burgess), H.R. 1175 (Paulsen), H.R. 1280 (Fortenberry), H.R. 1628 (Black), 
H.R. 4200 (Brady) 

 Increase the HSA annual contribution limits to $10,000 singles and $20,000 families – 
H.R. 408 (King). 

 Remove the maximum annual contribution limit to HSAs (i.e., unlimited contributions to 
HSAs permitted) – H.R. 1072 (Sanford) 

 Allow an additional tax deduction for amounts contributed to the HSA of a taxpayer's 
child or grandchild -- H.R. 35 (Burgess) 

 Allow taxpayers to establish HSAs for their minor children and contribute up to $3,000 to 
each child’s HSA (contributions are tax deductible) – H.R. 277 (Roe) 

 Eliminate the need to pro-rate contributions for partial year eligibility – H.R. 408 (King) 
 Change the inflation adjustment for contribution limits to medical CPI – H.R. 408 (King). 
 Add an annual inflation adjustment to the catch-up contribution limit – H.R. 408 (King). 
 Allow both spouses to make catch-up contributions to the same HSA account – H.R. 

1175 (Paulsen), H.R. 1628 (Black) 
 Allow unspent funds from employees’ FSAs or HRAs to be rolled over to their HSAs – 

H.R. 1175 (Paulsen) 
 Allow Medicare enrollees to contribute their own money to their Medicare MSAs. – H.R. 

1072 (Sanford), H.R. 1175 (Paulsen) 

 Bills that Would Allow HSA Funds to Be Used for Additional Health-Related Expenses 

 Repeal the prescription requirement for reimbursement of OTC medicines from HSAs – 
H.R. 247 (Brat), H.R. 394 (Jenkins), H.R. 421 (Love), H.R. 1072 (Sanford), H.R. 1175 
(Paulsen), H.R. 1436 (Jordan), H.R. 1628 (Black) 

 Allow HSA funds to be used tax-free to pay for eligible medical expenses incurred by all 
children under age 27 regardless of tax dependent status – H.R. 1175 (Paulsen), H.R. 
5138 (Kelly) 

 Allow HSA funds to be used tax-free to pay for: 

o insurance premiums – H.R. 247 (Brat), H.R. 408 (King), H.R. 1072 (Sanford), 
H.R. 1175 (Paulsen) 

o direct primary care services or fees – H.R. 247 (Brat), H.R. 365 (Paulsen), H.R. 
1072 (Sanford), H.R. 1175 (Paulsen), H.R. 1280 (Fortenberry) 

o dietary and nutritional supplements. – H.R. 1072 (Sanford), H.R. 1175 (Paulsen) 
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o fitness and exercise equipment or health coaching, including weight loss 
programs. – H.R. 1072 (Sanford), H.R. 1175 (Paulsen), H.R. 1280 (Fortenberry) 

o qualified sports and fitness expenses up to $1,000 per year ($2,000 for married 
couples) – H.R. 1267 (Smith), H.R. 5138 (Kelly) 

 Lower the tax penalty for non-qualified HSA distributions from 20% back to the original 
10% – H.R. 247 (Brat), H.R. 1175 (Paulsen), H.R. 1436 (Jordan), H.R. 1628 (Black) 

 Allow HSA-eligible expenses incurred before the date the HSA is established to be 
reimbursed tax-free if the HSA account is established within 60 days of the date that the 
account owner’s HSA-qualified coverage begins – H.R. 1175 (Paulsen), H.R. 1628 
(Black) 

 Allow qualified expenses incurred prior to the date the HSA is established to be 
reimbursed tax-free from an HSA as long as the account is established prior to the tax 
filing deadline for the year the account is established – H.R. 1072 (Sanford) 

 Allow unspent FSA or HRA balances to be rolled over into an HSA as long as the 
amount does not exceed $2,250 for an individual with self-only coverage or $4,500 for an 
individual with family coverage (amounts adjusted annually for inflation); also eliminates 
the testing period that follows any rollover – H.R. 5138 (Kelly) 

 Bills that Would Place New Restrictions on Tax-Free Uses of HSA Funds 

 Exclude elective abortions (except in the case of rape or incest) from tax-free 
reimbursement with HSA funds – H.R. 2019 (Foxx) 

 Bills that Would Allow HSA Assets to Be Transferred/Rolled Over Tax-Free to Family 
Members 

 
 Allow an account holder’s HSA to roll over to a child, parent, or grandparent, in addition 

to a spouse upon the account owner’s death – H.R. 1072 (Sanford) 
 Allow required minimum distributions from retirement accounts to be deposited into 

HSAs – H.R. 277 (Roe) 
 
 Bills that Would Protect HSA Assets from Creditors in Personal Bankruptcy Situations 

 Amend federal bankruptcy law to protect HSA assets from creditors in bankruptcy 
situations just as IRA assets are protected – H.R. 35 (Burgess), H.R. 1072 (Sanford), H.R. 
1175 (Paulsen) 

 Bills that Would Make Other HSA Changes 

 Rename “high deductible health plans” as “HSA-qualified health plans” – H.R. 1175 
(Paulsen) 

 



Chairman Roskam.  Thank you.  

Mr. Eyles. 
 
STATEMENT OF MATT EYLES, PRESIDENT AND CEO, AMERICA'S 
INSURANCE HEALTH PLANS (AHIP)  
  

Mr. Eyles.  Chairman Roskam, Congressman Thompson, and members of the 
subcommittee, I am Matt Eyles, President and CEO of America's Health 
Insurance Plans.  

I appreciate this opportunity to testify on consumer-driven health plans and 
their role in providing Americans with access to high quality, affordable 
healthcare coverage.  

Many AHIP members offer health insurance coverage that can be combined 
with health savings accounts.  This is one of many options that health insurance 
providers offer to give consumers better choice, control, and affordability.  

Millions of Americans have found this innovative combination of a tax-free 
savings account with insurance coverage to be an appealing option for meeting 
their healthcare needs.  

Our written testimony focuses on three main areas.  

First, some background information on HSAs, including the findings of an 
annual AHIP survey that has measured strong enrollment growth in 
HSA-eligible plans over the past 12 years, measuring over 2,000 percent 
increase in enrollment over this period.  

Second, key issues for policymakers to consider while examining the current 
status and future role of HSAs and HSA eligible plans.  

And third, some proposals to strengthen and improve HSA and HSA-eligible 
plans to better empower consumers to meet their personal needs.  

Since 2005, AHIP has conducted an annual survey on enrollment in 
HSA-eligible plans.  Our most recent survey, from April 2018, shows that 
enrollment in HSA-eligible plans totaled nearly 22 million as of January 2017, 
more than a 9 percent increase over the previous year.  For context, there are 



now more Americans currently enrolled in HSA-eligible plans than in the entire 
Medicare Advantage program.  

The dramatic growth in enrollment is because of the real value that HSA plans 
deliver:  consumer choice, patient control, and the opportunity for individuals 
to use tax-free funds to pay current medical expenses while also setting aside 
money for future healthcare costs.  

According to our survey results, the vast majority of HSA-eligible plans offer 
consumers the tools and technology to enable them to make informed decisions 
and spend their healthcare dollars wisely.  Across markets, these resources are 
imperative to ensure that those enrolled in HSA-eligible plans are informed 
about the best way to use their funds to meet their current and future needs.  

Tens of millions of consumers know the value that HSAs deliver every day, but 
we also know there is room for improvement.  Since their enactment, there 
have been few changes to HSAs even as other areas of the healthcare system 
have experienced vast transformation, as we have learned lessons from the 
utilization of these accounts that has grown.  

This includes a revolution in healthcare technology, a shift from volume-based 
to value-based payments, and a growing recognition that covering high-value 
services can help reduce long-term costs and improve outcomes.  

At the same time, healthcare costs have grown substantially for health services 
and treatments, especially prescription drugs, making it even more imperative 
that consumers have more choices and more control over their healthcare 
dollars.  

Our testimony outlines a few solutions to make both HSAs and HSA-eligible 
plans even more effective and valuable options.  These solutions focus broadly 
on three priorities.  

Number one, allowing greater benefit design flexibility for HSA-eligible 
plans.  Specifically, HSA-eligible plans should be allowed to provide 
pre-deductible coverage for services that help Americans manage their chronic 
conditions just as they do for preventive care.  This would improve the value of 
HSA-eligible plans for consumers and enable patients to more easily access 
care they need to effectively manage their health, potentially avoiding 
debilitating and costly complications.  



Number two, increasing flexibility for HSA contributions and how these funds 
are used.  The maximum HSA contribution limit should be increased to align 
with the maximum out-of-pocket expenditure limits that apply to HSA-eligible 
plans.  We believe the consumer should also be allowed to use HSA funds to 
easily pay for over-the-counter drugs and services and products that improve 
health, such as telemedicine consultations and other supplemental benefits.  

Third and finally, improving healthcare affordability, it is critical, particularly 
for the middle class and self-employed, and to allow more consumers to fully 
utilize consumer-directed health products.  

This can be accomplished in a few ways.  These include aligning the 
out-of-pocket thresholds with actuarial value metal levels for 
consumer-directed plans in the individual and small group markets; clearly 
indicating HSA eligibility for exchange policies; allowing adult dependents to 
use HSAs; promoting HSA literacy; and finally, building off recent successes 
in the States by exploring novel ways to increase access to consumer-directed 
health products.  

Thank you for the opportunity to discuss the value of HSAs and HSA-eligible 
plans.  Like you, we are committed to strengthening, supporting, and improving 
this important and increasingly popular healthcare option.  We look forward to 
working with you to advance solutions to deliver affordable access to 
high-quality coverage and care for every American.  

Thank you. 
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Chairman Roskam, Ranking Member Levin and members of the subcommittee, I am Matt Eyles, 

President and CEO of America’s Health Insurance Plans (AHIP). AHIP is the national association 

whose members provide coverage for health care and related services to millions of Americans every 

day. Through these offerings, we improve and protect the health and financial security of consumers, 

families, businesses, communities, and the nation. We are committed to market-based solutions and 

public-private partnerships that improve affordability, value, access, and well-being for consumers.  

 

We appreciate the opportunity to testify on consumer-driven health plans and their role in providing 

more Americans with access to high quality, affordable health care coverage. The innovative 

products offered by AHIP’s members include high-deductible health plans (HDHPs) that can be 

combined with Health Savings Accounts (HSAs). A growing number of Americans rely on 

HSA/HDHPs as a valuable health care coverage option.   

 

Our statement focuses on the following areas:   

• Background information on Health Savings Accounts (HSAs), including the findings of an 

annual AHIP survey that has measured strong enrollment growth in HSA-eligible plans over the 

past 12 years;  

• Issues for policymakers to consider while examining the current status and future role of 

HSA/HDHPs; and  

• Proposed solutions for strengthening and improving HSAs and HSA-eligible health plans to 

better empower consumers and meet their needs.   

 

Background Information and AHIP Survey Findings on the Growing Popularity of 

HSA/HDHPs    

 

HSAs provide an opportunity for individuals to use tax-free funds to pay current medical expenses 

while also setting aside money for future health care costs. These accounts offer additional tools to 

help consumers make affordable health care choices and control their health care dollars.  

 

With HSAs, consumers play an active role in deciding when and how much to contribute to their 

accounts, how to invest in their accounts, and how to use their health dollars. The funds that 

individuals withdraw from their HSAs to pay for their health care services and products are not 

taxed. At the end of the year, any unspent dollars in an HSA can stay in the account and be used to 

pay for medical expenses in future years. Interest and other earnings on HSA funds accumulate in 

the fund and are also tax-free. This empowers consumers to make more engaged decisions about 

their health care while accumulating savings to pay for future health care needs.   
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HSAs must be combined with an HDHP, which also must meet specific requirements for 

deductibles and out-of-pocket expenses. For calendar year 2018, an HDHP is defined as a health 

plan with an annual deductible that is not less than $1,350 for self-only coverage or $2,700 for 

family coverage and annual out-of-pocket expenses (deductibles, co-payments, and other amounts, 

excluding premiums) that do not exceed $6,650 for self-only coverage or $13,300 for family 

coverage. 

 

Federal law specifically provides that certain preventive care services must be covered by HSA-

compatible health plans prior to the deductible being met at zero cost sharing. That means that 

HDHP enrollees have “first dollar coverage” for a wide range of preventive health care services, 

including annual physical exams, screening services, immunizations, tobacco cessation programs, 

and routine prenatal and well-child care.   

 

A significant number of Americans have found HSA/HDHPs to be an appealing option for meeting 

their health care coverage and treatment needs. Since HSAs were originally authorized by Congress 

in December 2003,1 there has been a steady and significant increase in the number of Americans 

enrolled in HSA-eligible plans.  

 

In April 2018, AHIP released an update to our annual survey showing that enrollment in 

HSA/HDHPs totaled at least 21.8 million as of January 2017, reflecting a 9.2 percent increase since 

the previous year.2 This survey was based on responses from 52 insurance companies. For context, 

based on these and other survey results, more individuals are enrolled in HSA/HDHPs than the 

entire Medicare Advantage program.   

 

AHIP has conducted an annual HSA/HDHP survey since 2005. The chart below shows that 

HSA/HDHP enrollment has increased at a steady, robust pace – a cumulative 2,014 percent increase 

– over the past 12 years. The popularity of these options is also supported by other research, which 

have shown even higher enrollment in HSA-eligible plans – ranging from 22 million to 31.7 million 

people or around 12 percent of the non-Medicare population.3,4 

                                                 
1 Medicare Prescription Drug, Improvement, and Modernization Act of 2003, Public Law 108-173.  
2 Health Savings Accounts and High Deductible Health Plans Grow as Valuable Financial Planning Tools, AHIP, April 

2018. https://www.ahip.org/wp-content/uploads/2018/04/HSA_Report_4.12.18.pdf  
3 2017 Year-End Devenir HSA Research Report, Devenir, February 2018. http://www.devenir.com/research/2017-year-

end-devenir-hsa-research-report/  
4 Health Insurance Coverage: Early Release of Estimates From the National Health Interview Survey, 2017; National 

Center for Health Statistics, May 2018. https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201805.pdf  

https://www.ahip.org/wp-content/uploads/2018/04/HSA_Report_4.12.18.pdf
http://www.devenir.com/research/2017-year-end-devenir-hsa-research-report/
http://www.devenir.com/research/2017-year-end-devenir-hsa-research-report/
https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201805.pdf
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Our survey also provides data on where individuals access or purchase their HSA/HDHPs and the 

age distribution of HSA/HDHP enrollees. These data point to other possible areas of reform, 

particularly for HSAs accessed on the individual and small group markets and for adults who are 

eligible for coverage on their parents’ employer-sponsored coverage.  

 

Demographic data for HSA/HDHP enrollees, based on AHIP’s survey, show that in January 2017:  

• 23 percent were under the age of 18;  

• 11 percent were 18-24 years;  

• 32 percent were 25-44 years;  

• 33 percent were 45-64 years; and  

• 1 percent were age 65 and older. 

 

HSAs are a consumer-friendly savings tool that empowers individuals to plan for future health care 

expenses and gain peace of mind to supplement the security of a health insurance plan. As such, 

another component of our survey asked sponsors of HSA-eligible plans about the many valuable 

tools and services they offer to their enrollees.  

 

We found that HDHPs offer consumers a variety of tools, including:  

• 98 percent of respondents offer members access to health and wellness resources;  

• 88 percent provide members access to information on their health savings account;  
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• 82 percent offer health care cost information;  

• 69 percent supply members with access to their personal health record;  

• 69 percent provide physician-specific quality data and 77 percent provide hospital-specific 

quality data; and  

• 64 percent offer enrollees access to broker consultations.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Evidence clearly shows that HSAs have enjoyed consistent and significant growth since they were 

first offered to consumers in 2005. They provide an attractive option for employers, employees, and 

individuals seeking an efficient way to cover health care costs. There is still room for improvement 

to maximize the potential for consumer-directed health plans, however.   

 

Issues for Policymakers to Consider While Examining HSAs and HDHPs  

 

As Congress evaluates the current status and future role of HSAs, it is important to look broadly at 

the landscape surrounding HSA/HDHPs – focusing not only on the significant value they offer 

consumers, but also on areas where there are opportunities for improvement.   

 

Following the enactment of the 2003 law, there have been few changes to HSAs, even as other areas 

of the health care system have experienced vast transformation. These areas include a stronger 

emphasis on consumer agency and focus, a revolution in health technology, a shift from volume-

based to value-based payments, and a growing recognition that covering high-value services can 

help reduce long-term costs. At the same time, costs have grown substantially for health services 

and treatments, making it even more imperative that consumers have adequate tools to access 
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needed care and know their options. Policymakers must account for growing consumer reliance on 

these plans and their current and future health needs when considering reforms to expand flexibility 

for consumers, employers, and plans in their use and design of HSA/HDHPs.   

 

a. Inherent differences between the individual market and group markets should be considered as 

Congress explores strategies for strengthening HSA/HDHPs.  

 

HSA-eligible plans are available to individual market consumers, but are purchased far less 

frequently by individuals who buy coverage on their own than by employees who obtain coverage 

through group markets. Today, only about 7 percent of individuals enrolled in HSA-eligible plans 

are covered through the individual market. By contrast, 82 percent of enrollees in HSA-eligible 

plans are covered through the large group market.5 AHIP survey data have shown that while overall 

enrollment in HSA/HDHPs has grown in all markets since 2005, the vast majority of growth has 

been concentrated in the large group market. This indicates that there are disparities in the 

advantages of these plans between the markets that need to be addressed to provide consumers with 

more cost-effective coverage options that meet consumer needs.  

 

Employer-provided plans have distinct advantages in offering HSA-eligible plans and encouraging 

the use of HSAs. The most significant advantage that HSA participants have through employer-

provided coverage is that most employers make direct contributions to their accounts. All 

contributions by an employer must be equal for all employees, regardless of income level. Thus, 

even for lower-wage workers who may otherwise have difficulty saving for future expenses, they 

will have funds in the HSA. This is a significant difference compared to the individual market, 

where funding the account is entirely the responsibility of the individual. 

 

Data have shown that employers contribute significant funds to HSAs, highlighting the value they 

and their employees find in the accounts. For example, the Kaiser Family Foundation found that 

approximately 77 percent of HSA enrollees work for a firm that makes annual contributions to the 

HSA account.6 The average employer contribution to the account is $608 for single coverage and 

$1,086 for family coverage. However, these averages include firms that contribute $0 to the 

account. When such firms are removed from the equation, the average contribution is $795 for 

single coverage and $1,417 for family coverage.   

                                                 
5 Health Savings Accounts and High Deductible Health Plans Grow as Valuable Financial Planning Tools, AHIP, April 

2018. https://www.ahip.org/wp-content/uploads/2018/04/HSA_Report_4.12.18.pdf 
6 Employer Health Benefits: 2017 Annual Survey, Kaiser Family Foundation, 2017. 

http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017  

https://www.ahip.org/wp-content/uploads/2018/04/HSA_Report_4.12.18.pdf
http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017
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HSAs offered through employer-provided coverage also offer the advantage of providing easier 

access to resources to advise employees about the benefits and uses of an HSA as well as the 

potential to use direct payroll deductions for HSA contributions, which make it substantially easier 

for workers to save money, much as they do for a retirement account.  

 

While the large group market is able to offer additional benefits that make HSA/HDHPs more 

attractive and practical to consumers compared to the individual and small group markets, these 

plans still provide an attractive option for many consumers, particularly those that may not have 

access to other health coverage tax advantages.  

 

While moderate-income individuals and families have access to subsidies that shield them from 

premium instability in the individual market, millions of middle class Americans are increasingly 

being priced out of many markets. Expanding flexibility for benefit design and access to HSA-

eligible plans can help increase tax-preferred access to health coverage and care for middle class 

individuals and families.  

 

Currently, it is very difficult to determine whether an individual enrolled in a plan in the individual 

market is also eligible to enroll in an HSA. As we previously noted, the Internal Revenue Service 

sets out-of-pocket limits on HDHPs, which are $6,650 for self-only coverage or $13,300 for family 

coverage for 2018. Any health plan that has out-of-pocket limits above these thresholds cannot be 

coupled with an HSA. These requirements are not aligned with current metal level plan 

requirements, however. For example, out-of-pocket limits for individual Silver-level plans 

(historically the most popular coverage option) are $7,150 for individuals and $14,300 for families 

for 2018. Because of the misalignment in thresholds, individuals enrolled in these polices may not 

have access to tax-preferred mechanisms that can help cover these out-of-pocket costs. 

Additionally, it is not readily apparent on HealthCare.gov which plans are and are not compatible 

with HSAs.  

 

b. Patients with chronic conditions face barriers due to restrictions on HSA-eligible plans.  

 

While HSA/HDHPs meet many consumer needs, they are generally considered a less attractive 

option for consumers with known, ongoing health needs – generally known as chronic conditions. 

Chronic diseases affect millions of Americans and are a leading driver of rising health costs. At 

least 60 percent of Americans live with a chronic disease, with at least 42 percent having multiple 
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chronic conditions.7 Moreover, 86 percent of total health care expenditures are for individuals living 

with chronic health conditions, accounting for $2.3 trillion annually. In recent years, there has been 

a growing recognition that lowering financial barriers to essential, high-value services – for 

example, through value-based insurance design (VBID) – can lead to better patient adherence to 

treatment, better clinical outcomes, and lower costs from avoiding preventable complications.  

 

Unfortunately, federal law has not evolved to address the needs of the growing number of 

consumers with chronic conditions who may be enrolled in HSA/HDHPs or may want to enroll in 

these plans if they provided more benefit flexibility. As stated previously, HSA-eligible plans cover 

certain preventive services pre-deductible with no cost sharing – just like other comprehensive plans 

(e.g., HMO and PPO plans). However, current law takes a limited view of “preventive services” and 

places strict limits on what HSA-eligible plans may cover on a pre-deductible basis.  

 

For example, this means that a diabetic enrolled in an HDHP will have to meet the plan deductible 

before the plan can cover insulin or test strips even though there is ample evidence showing this 

type of secondary and tertiary prevention is critical to avoiding debilitating, expensive 

complications.8  Many consumers with chronic conditions or who have dependents with chronic 

conditions may find it challenging to rely on an HDHP for these reasons.  

 

c. Narrow definitions prevent individuals from realizing the full potential of HSA/HDHPs. 

 

A range of popular and cost-effective services disqualify a health plan from HSA-eligibility, if the 

plan offers them on a first-dollar coverage or pre-deductible basis. These services include 

telemedicine, second-opinion services, retail clinics, and on-site medical clinics. While many plans 

lower or eliminate co-pays for these services as a way of encouraging lower-cost, effective care, 

current federal regulations disqualify these plans from being paired with an HSA.  

 

Similarly, HSAs cannot be used to pay for certain expenses and products that help support health 

and financial security. For example, an individual may not use HSA funds to pay for over-the-

counter drugs that often cost less than prescription medications. HSA funds also may not be used to 

pay for coverage that positively impacts physical, mental, and financial health such as dental 

                                                 
7 Multiple Chronic Conditions in the United States, Christine Buttorff, Teague Ruder, and Melissa Bauman, RAND 

Corporation, May 2017. https://www.rand.org/content/dam/rand/pubs/tools/TL200/TL221/RAND_TL221.pdf  
8 Primary, secondary, and tertiary prevention of non-insulin-dependent diabetes, A. Dornhorst and P. K. Merrin. 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC2397691/?page=1  

https://www.rand.org/content/dam/rand/pubs/tools/TL200/TL221/RAND_TL221.pdf
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC2397691/?page=1
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insurance, disability income protection, supplemental health benefits, Medigap coverage, and vision 

insurance. 

 

While an HSA may be used to pay for Qualified Long-Term Care Insurance (QLTCI), current HSA 

contribution limits are often too restrictive to allow for QLTCI purchases. This is a significant 

concern, considering that the Department of Health and Human Services (HHS) estimates that 

individuals and their families pay for 52 percent of their long-term care costs out of their own 

pockets.9  

 

d. The value of HSAs is restrained by statutory limits on HSA contributions.  

 

Statutory limits on HSA contributions limit the ability of consumers to save for their deductible and 

future health care expenses. For 2018, the law limits HSA contributions to $3,450 for individual 

coverage and $6,900 for family coverage. However, the maximum out-of-pocket expenditure for an 

HSA-eligible plan is $6,650 for individual coverage and $13,300 for family coverage. 

 

This leaves a significant gap between the annual contribution limit and the maximum-out-of-pocket 

limit, meaning that an individual or family may have a maximum out-of-pocket amount or 

deductible amount that is nearly double the amount they may save in their HSA for any given year. 

Thus, an account intended to provide tax-advantaged funds to help cover out-of-pocket health care 

expenses cannot, under current law, adequately cover the actual costs a consumer may incur in a 

calendar year under their specific plan.  

 

Moreover, if an individual has an HSA but no longer has HDHP coverage, he or she cannot 

contribute additional amounts to the HSA under current law. This restricts a person’s ability to 

continue to save for future expenses, including expensive medications, Medicare premiums, and 

long-term care. 

 

As a direct result of the current limitations on HSA contributions, many consumers are unable to 

save enough money for future health care expenses, including the costs they will face in retirement, 

which are estimated to total $280,000 for the average couple.10  

 

                                                 
9 Long-Term Services and Supports for Older Americans: Risks and Financing Research Brief, Office of the Assistant 

Secretary for Planning and Evaluation, Department of Health and Human Services, July 1, 2015. 

https://aspe.hhs.gov/basic-report/long-term-services-and-supports-older-americans-risks-and-financing-research-brief 
10 Fidelity Investments' 16th annual retiree health care cost estimate, Fidelity Investments, April 19, 2018. 

https://www.fidelity.com/about-fidelity/employer-services/a-couple-retiring-in-2018-would-need-estimated-280000  

https://aspe.hhs.gov/basic-report/long-term-services-and-supports-older-americans-risks-and-financing-research-brief
https://www.fidelity.com/about-fidelity/employer-services/a-couple-retiring-in-2018-would-need-estimated-280000
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Given these and other restrictions on benefit design and coverage, there are 44.5 million individuals 

enrolled in HDHPs whose plans fail to qualify for an HSA.11  

 

Valuable Lessons on Improving HSAs and HSA-Eligible Plans Can Be Learned from Both 

Medicaid and the Employer Markets 

 

States operating under a federal Medicaid waiver have experimented with HSAs for Medicaid 

enrollees and demonstrated that low-income individuals can effectively use HSAs and have an 

impact on an enrollee’s utilization of health care services. 

 

For example, the Healthy Indiana Plan (HIP) 2.0 pairs an HDHP with an HSA product called a 

Personal Wellness and Responsibility (POWER) Account. Under the HIP Plus version of this 

program, beneficiaries must contribute to a personal account. More than 90 percent of these 

beneficiaries consistently contributed to their POWER accounts. Rates of non-urgent emergency 

room visits declined for the HIP Plus population, and they used more preventive care than those in a 

regular HIP plan that did not contribute to a POWER account.12 This outcome offers helpful lessons 

on how consumer decision-making is affected by an individual’s participation in contributing funds 

to their HSAs.  

 

For states and health insurers alike, the lessons from Medicaid Managed Care plans are highly 

instructive in designing plans for individual market consumers that may be more constrained in 

their ability to contribute to an HSA. More novel approaches can aid the ability of consumers to 

save through an HSA while also harnessing the positive results of consumer engagement through 

consumer-driven health products. 

 

Proposed Solutions for Building on the Success of HSAs and HDHPs   

 

We thank committee members for supporting innovative policy solutions to strengthen and improve 

HSA/HDHPs. Americans value a consumer-oriented approach to making decisions about their 

health care needs. The enormous growth in enrollment in HSA/HDHPs clearly signals growing 

popularity and reliance on these plan options. This continued increase in enrollment combined with 

health trends and current restrictions, mean that while these plans satisfy many consumer needs, 

                                                 
11 Health Insurance Coverage: Early Release of Estimates from the National Health Interview Survey, 2017; National 

Center for Health Statistics, May 2018. https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201805.pdf 
12 Health savings accounts in the individual market, Deloitte, 2017. 

https://www2.deloitte.com/content/dam/Deloitte/us/Documents/life-sciences-health-care/us-lshc-health-savings-

accounts-in-the-individual-market.pdf 

https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201805.pdf
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/life-sciences-health-care/us-lshc-health-savings-accounts-in-the-individual-market.pdf
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/life-sciences-health-care/us-lshc-health-savings-accounts-in-the-individual-market.pdf
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more changes are warranted to empower consumers and support Americans’ physical, mental, and 

financial health and stability. Below, we outline several policies that would make HSA/HDHPs an 

even more effective and valuable health care option for the American people, many of which are 

championed by members of this committee.   

 

a. Allow greater benefit design flexibility for HSA-eligible plans.  

 

As previously discussed, an enrollee in an HSA-qualified plan must meet his or her full deductible 

before the plan can pay for most services, treatments, or medications. Recognizing that preventive 

treatment is critical to improving health outcomes and avoiding costly long-term complications, 

Congress allowed for preventive care to be covered pre-deductible. There is a similar recognition 

that ensuring consistent access to treatment for those with chronic conditions such as diabetes, heart 

disease, and substance use disorders can help prevent expensive, debilitating complications.  

 

The Chronic Disease Management Act (H.R. 4978) would provide much-needed flexibility by 

allowing HSA-qualified plans to cover services that help Americans manage their chronic 

conditions pre-deductible just as they do for preventive care. This approach improves the value of 

HSA-qualified plans for consumers and enables patients to more easily access care they need to 

effectively manage their chronic conditions. 

 

b. Increase flexibility for HSA contributions and use. 

 

HSAs are a valuable tool for consumers to use tax-free dollars for current and future health needs, 

but added flexibility on how these dollars are contributed would improve their utility for consumers.  

 

Current limits for HSA contributions are not aligned with potential out-of-pocket costs for 

consumers, limiting the effectiveness and promise of these accounts, which are intended to help 

consumers better afford present and future medical costs. Policymakers should better align current 

contribution limits with potential out-of-pocket costs in HDHPs.  

 

AHIP data also show that for the non-Medicare population, individuals aged 18-24 are the least 

likely to enroll in an HSA/HDHP even though this demographic would logically be well-suited to a 

plan with lower expected annual health costs and the ability to save funds for future health needs. 

Unfortunately, the HSA law has not accommodated other changes to insurance coverage. While 

adults are now able to maintain coverage through their parents’ employer-sponsored insurance up 

until age 26, individuals cannot contribute to or use HSA funds for adult children.   
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Additionally, individuals are limited in how they can use their HSA funds even for products and 

services that are critical to the long-term health, quality of life, and financial stability for most 

Americans such as dental and vision coverage, other supplemental benefits, and over-the-counter 

medications. Such products and services should qualify as HSA-eligible medical expenses.  

 

Among other policies, the Bipartisan HSA Improvement Act (H.R. 5138), the Restoring Access to 

Medication Act (H.R. 394), and the Health Savings Act of 2017 (H.R. 35 / H.R. 1175) would all 

allow for many of these new flexibilities.  

 

c. Improve health care affordability, particularly for middle class consumers and the self-

employed, to allow more consumers to fully utilize consumer-directed health products.  

 

Millions of middle-class Americans who have annual incomes above 400 percent of the federal 

poverty level, but lack access to employer-provided coverage or public programs, find health 

insurance premiums to be unaffordable due to instability in individual market premiums. While the 

states and Congress have enacted policies to reduce premiums such as reinsurance funding and 

temporary relief from the Health Insurance Tax, more is needed.  

 

A significant number of those who purchase health coverage through the individual marketplaces 

are self-employed. In fact, one in five who purchased coverage during the first year of the ACA 

marketplaces were either small business owners or self-employed.13 These individuals need access 

to more affordable coverage. Improvements to HSAs may offer new tax advantages and more ways 

to save money for the self-employed and middle-class consumers. 

 

Aligning thresholds in the individual market, clearly indicating HSA-eligibility for individual 

market policies, and promoting HSA literacy would improve the ability of middle-class families to 

choose a health plan that meets their needs and increases access to tax-preferred health coverage 

mechanisms. 

 

Additionally, policymakers on both the state and federal level should build off of recent successes 

in many states and explore novel ways to increase access to consumer-driven health products for 

lower and moderate-income individuals and families. 

                                                 
13 The Rise of Alternative Work Arrangements: Evidence and Implications for Tax Filing and Benefit Coverage, Office 

of Tax Analysis Working Paper 114, Department of the Treasury, January 2017. https://www.treasury.gov/resource-

center/tax-policy/tax-analysis/Documents/WP-114.pdf 

https://www.treasury.gov/resource-center/tax-policy/tax-analysis/Documents/WP-114.pdf
https://www.treasury.gov/resource-center/tax-policy/tax-analysis/Documents/WP-114.pdf
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Conclusion 

 

With more than 21.8 million consumers covered in HSA-eligible plans, and enrollment expected to 

continue growing in the coming years, HSAs and HSA-eligible plans represent a vital option to 

provide Americans with greater control and choice over their health and financial security. 

Promoting consumer and patient choice in the health care system is important to improving health 

outcomes and patient satisfaction. HSA-eligible plans are one option among many that health plans 

strive to offer to provide choice and affordability for consumers.  

 

Thank you for this opportunity to discuss the value of HSA/HDHPs and our recommendations for 

further strengthening and improving this important and increasingly popular health care option. 

Recognizing that a growing number of Americans are embracing a consumer-oriented approach to 

health care, we fully support efforts in Congress to build upon the success of HSA/HDHPs.   

 

We appreciate the support many committee members have demonstrated for HSA/HDHPs and we 

look forward to continuing to work with you to advance solutions for improving access to high 

quality, affordable health care.   



Chairman Roskam.  Thank you.  

Ms. Dietel. 
 
STATEMENT OF JODY DIETEL, CHIEF COMPLIANCE OFFICER, 
WAGEWORKS, INC.  
  

Ms. Dietel.  Thank you, Chairman Roskam, Ranking Member Levin, and 
members of the subcommittee.  My name is Jody Dietel, and I am the chief 
compliance officer for WageWorks, Inc., a leading provider of 
consumer-directed benefit accounts, including health savings accounts, health 
reimbursement arrangements, and health flexible spending accounts.  

WageWorks administers consumer-directed plans for about 85,000 employers 
across the Nation, including the FSAFeds program.  Our services cover more 
than 7 million employees, most of whom participate in a health FSA or health 
savings account.  

Due to the nature of our administrative services and our diverse client base, we 
have access to significant and compelling data, which we monitor and analyze 
on a regular basis to help improve our services.  

Let me share some highlights of our data with you.  

Many people assume that HSAs are used primarily by highly paid 
employees.  Our data shows this to be incorrect.  The median household 
income for an HSA account holder in our book of business is $56,100.  It has 
rapidly declined over the last few years as HSAs have become far more 
prevalent.  

Additionally, nearly 77 percent of those contributing to HSAs in our book of 
business were born after 1965, belonging to the Gen Z, millennial, and Gen X 
demographic.  Only about 22 percent of our participants are baby boomers.  

People also assume that individuals stuff large amounts of moneys into their 
HSAs; however, our data shows consistent average annual contributions over 
time, ranging from a low of just over $1,000 in 2010 to a high of $1,500 in 
2017.  With annual statutory contribution limits ranging from $2,900 to $6,760, 
depending on coverage level, this contribution data defies the notion that 
employees are using HSAs for means other than funding their medical 
expenses.  



In fact, HSA account holders in our book are largely spending their fund 
balances.  Our data shows that over the last 7 years, amounts ranging from just 
25 to 35 percent of annual contributions are carried into the next year for future 
out-of-pocket expenses.  

Sixty-six percent of transactions and nearly 70 percent of spending is on 
inpatient and outpatient medical care, and 33 percent of the transactions and 
about 13 percent of dollars spent are spent on prescription drugs.  

As members of this committee know, employers are faced with increasing 
health plan design challenges in their quest to contain costs while maintaining a 
healthy and productive workforce.  

One example of an unnecessary hurdle is the existing HSA eligibility 
rules.  These limit employers' ability to offer value-based insurance designs, 
which can help pay for specified chronic disease services necessary to improve 
treatment adherence and condition management.  

Employers are also largely prevented from offering certain telemedicine 
services or access to near-site or on-site clinics while also maintaining an 
employee's eligibility to contribute to an HSA.  

Other design challenges include the ability of a working senior or an individual 
covered by Indian Tribal Health Services or TRICARE to contribute to an 
HSA.  

Also, an employee whose spouse may have a health FSA is prevented from 
contributing to an HSA even though they are covered by a qualified 
high-deductible plan.  

Outside data indicates that an increasing number of employers are moving to 
high-deductible health plans, and this trend only increases the important role of 
HSAs.  

Another major challenge for employers is the Cadillac tax.  While delayed until 
2022, which we thank you for, this excise tax still looms large.  As currently 
enacted, it appears that employee contributions to HSAs and health FSAs are 
included in the calculation of the tax.  

To keep costs below the threshold, employers may have no other choice but to 
limit the amount employees may contribute to their HSA or health FSA, which 
ends up hurting employees who need help paying for their out-of-pocket costs.  



It is important to know that health FSAs are also valuable tools for working 
Americans because FSA funds are available on day one, rather than needing 
funds to accumulate before reimbursing expenses.  FSAs can be designed to 
coordinate with health savings accounts, paying for dental and vision expenses, 
while allowing the HSA to pay for out-of-pocket costs.  

WageWorks recognizes the opportunity Congress has to enact meaningful HSA 
policy changes, and we would like to serve as a continued resource in that 
endeavor.  

Thank you for inviting me here today, and I look forward to answering any 
questions that you may have. 
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Thank you, Chairman Roskam, Ranking Member Levin and members of the Subcommittee for 
the opportunity to speak with you today. My name is Jody Dietel. For the better part of the last 
decade, I have been the Chief Compliance Officer for WageWorks, Inc., a leading provider of 
consumer directed-benefit accounts, including account-based benefit plans which provide 
benefits in areas such as health care, child care, and commuting. In the health care arena, we 
provide administrative services for Health Savings Accounts (HSAs), Health Reimbursement 
Arrangements (HRAs) and Health Flexible Spending Accounts (Health FSAs). We appreciate the 
Subcommittee’s interest in consumer-directed health plans as a means of lowering costs and 
expanding access to health coverage.   

WageWorks, Inc. provides administration for nearly 85,000 employers nationwide, including 
the FSAFeds program offered by the Office of Personnel Management. Our services cover more 
than 7 million employees nationwide, the majority of whom participate in an HSA or Health 
FSA.   

Due to the nature of our administrative services and our diverse client base, we have access to 
a significant amount of data which we monitor and analyze on a regular basis to help improve 
our services. This data provides some unique and compelling insights related to HSAs that I 
believe will be of interest to you as you consider ways to lower costs and expand access to 
these consumer-directed accounts.    
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An often assumed data point is that HSAs are primarily utilized by highly paid employees. Our 
data supports the conclusion that this assumption is incorrect. The median household income 
for an HSA accountholder is $57,060.  In fact, HSA accountholders in just four states 
(Connecticut, Maryland, Massachusetts, and New Jersey) and the District of Columbia have 
median household incomes in excess of $75,000. In 11 other states, the median household 
incomes of HSA accountholders range from $60,000 to $75,000, 18 states have median 
household incomes ranging from $50,000 to $60,000, and in another 17 states, the median 
household income is less than $50,000. 
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Another claim we often hear is that only older workers (assumed to have more disposable 
income) contribute to HSAs. Our data also supports the conclusion that this too is incorrect. 
Specifically, we found that nearly 77% of participants contributing to an HSA were born in 1965 
or after, belonging to the Gen Z, Millennial and Gen X demographic. Only about 22% of our 
participants are Baby Boomers. 
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There is also an oft-stated assumption that individuals “stuff” large amounts of money into 
their HSAs. However, our data illustrates generally consistent average annual contributions 
over time, ranging from a low of $1,032 in 2010 to a high of $1,538 in 2017.1 With annual 
contribution limits ranging from $2,900 to $6,760 during the same time frame (depending on 
whether the accountholder has single or family health coverage), this contribution data stands 
in opposition to the notion that employees are using HSAs for means other than funding their 
medical expenses. 

                                                           
1 2011 may be an outlier at $2,330 due to the accelerated movement to implement High-Deductible Health Plans 
(HDHPs) as a response to the many of the changes enacted under the Affordable Care Act (ACA) that became 
effective in 2011. 
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We also analyzed the data for spending trends among the participant accounts that 
WageWorks administers. While it may be assumed that accountholders are using their HSA as a 
long-term savings vehicle, we found that accountholders are largely spending-down their 
balances. For example, our data shows that over the last seven years, amounts ranging from 
just 25% to 35% of annual contributions are carried into the next year for future out-of-pocket 
expenses. At the same time, we found that 66% of transactions and 69% of spending is on both 
inpatient and outpatient care at health care providers, while almost 33% of transactions and 
13% of spending is attributed to prescription drugs.  

BARRIERS EMPLOYERS FACE WHEN ESTABLISHING CONSUMER-DIRECTED HEALTH PLANS  

Employers are challenged when designing health care plans to meet multiple objectives such as 
containing costs, maintaining a healthy and productive workforce, providing coverage tools for 
those with chronic conditions and providing access for employees to manage rising out-of-
pocket costs. Unfortunately, many of the existing HSA rules have not kept pace with innovative 
design solutions that many employers want to utilize.  

For example, the existing HSA eligibility rules limit an employer’s ability to offer value-based 
insurance designs intended to help pay for specified chronic care services necessary to improve 
treatment adherence and condition management. Specifically, in cases where an employer 
wants to design an otherwise HSA-qualified High-Deductible Health Plan (HDHP) to pay for 
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certain chronic care services before the deductible is met, this design – while advantageous to 
an employee with a chronic condition – will render this employee ineligible to contribute to an 
HSA.   

Currently, HSA-qualified HDHPs are permitted to cover certain “preventive services” before the 
deductible is met without disqualifying HSA participation. However, coverage for “other 
services” is considered coverage before the deductible is met, thus disqualifying covered 
individuals from contributing to an HSA. These other services can include reducing or 
eliminating cost-sharing or deductibles for specified high-value medications and services, such 
as medications to control blood pressure or diabetes, and may save money by reducing future 
expensive medical procedures and improving the health status of the patient. Value-based 
insurance designs have been shown to improve adherence to medication regiments, quality 
measures, health outcomes, and patient experience, yet these designs adversely affect an 
employee’s eligibility to contribute to an HSA. 

Employers are also largely prohibited from offering certain telemedicine services or access to 
near-site/on-site clinics while also maintaining an employee’s eligibility to contribute to an HSA.  
Such services and access in most cases are considered “coverage under the deductible” and 
thus disqualify employees from contributing to an HSA, even though the employee is covered 
under an HSA-qualified HDHP.  

It is important to note that telemedicine allows patients to save transportation costs and time, 
provides access to care for individuals living in rural areas and other underserved locations, and 
also reduces the need for individuals to miss work due to doctor’s appointments and other 
medical care. Additionally, it helps patients avoid waiting rooms where other ill patients are 
waiting for provider visits—thus reducing the chance of secondary illness.  

Access to near-site or on-site clinics began in the 1980s, usually as a way to treat occupational 
injuries typically in heavy-industry or manufacturing industries. As those industries declined, so 
did the number of employers with on-site clinics. However, in the past 10 years or so, on-site 
clinics have experienced a renewed popularity as they give employers the opportunity to better 
control healthcare delivery costs. Additionally, many on-site clinics offer lower or no co-pays to 
employees. On-site clinics have been shown to improve employees’ focus on preventive care, 
including diagnostic screenings and flu shots. The increased access to on-site clinics may reduce 
absenteeism because employees are less likely to work while ill or develop a more serious 
illness (which requires them to remain at home) due to lack of appropriate medical care.  

Unfortunately, most telemedicine and near-site/on-site clinics disqualify employees from 
contributing to an HSA because such telemedicine services or access to near-site/on-site clinics 
are considered impermissible coverage below the statutorily mandated deductible for HSA-
qualified HDHPs (for 2018, the minimum deductible for an HSA-qualified HDHP is $1,350 for 
single and $2,700 for family coverage). 
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Additionally, some employers are establishing direct primary care relationships, which provide 
primary care for a fixed fee. These arrangements are shown to improve access to preventive 
services, better health outcomes and provide more coordinated care for patients, often with 
significant cost savings. These too disqualify a participant from contributing to an HSA. 

There are other eligibility requirements that are fairly rigid, preventing employees from 
contributing to an HSA. These include the inability for a working senior who is eligible for 
Medicare Part A or an individual covered by Indian Tribal Health Services or TriCare to 
contribute to an HSA. This inability also extends to those covered by a health care sharing 
ministry, which is designed as a consumer-directed option. Also, an employee whose spouse 
has a Health FSA is prevented from contributing to an HSA, even though this employee is 
covered under an HSA-qualified HDHP.   

Currently, HSA accountholders who are older than age 55 can make catch-up contributions of 
$1,000 annually. Unfortunately, current law requires a spouse to make their catch-up 
contribution to a different account, which is confusing and administratively burdensome for the 
consumer. This is another example of “eligibility rigidity” that should and could be addressed 
for the purposes of removing outdated barriers to HSA adoption and use. 
 
WITH THE INCREASED NUMBER OF HIGH-DEDUCTIBLE HEALTH PLANS (HDHPs), CONGRESS 
SHOULD MAKE IT EASIER TO ACCESS AN HSA 

Outside data indicates that an increasing number of employers are moving to HDHPs. This trend 
will only increase the important role played by HSAs. According to Kaiser Family Foundation’s 
(KFF) 2017 Employer Health Benefits Survey,2 58% of covered workers are employed in a firm 
that offers more than one health plan type. Seventy percent of covered workers in large firms 
are employed by a firm that offers more than one plan type, compared to 30% in small firms. 
About 57% of covered workers work in firms that offer one or more HDHPs with Savings 
Options. Among covered workers in firms offering only one type of health plan, those in large 
firms are more likely to be offered an HDHP with Savings Options (36%) than those in small 
firms (23%). Among covered workers in firms offering only one type of health plan, 30% are in 
firms that only offer an HDHP with Savings Options. 

In recently released data from the 2017 National Health Interview Survey,3 43.7% of people 
under age 65 with private health insurance were enrolled in an HDHP, including 18.2% who 
were enrolled in a consumer-driven health plan (i.e., an HDHP paired with an HSA) and 25.5% 
who were enrolled in an HDHP without an HSA. Among those with private health insurance, 
enrollment in HDHPs has generally increased from 25.3% in 2010 to 43.7% in 2017.  

 

                                                           
2 http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017.  
3 https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201805.pdf.  

http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017
https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201805.pdf
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HDHPs are attractive to both employers and employees alike as they generally have lower 
premium costs. Data from the KFF 2017 Employer Health Benefits Survey supports this 
proposition: “The average annual premiums for covered workers in an HDHP with Savings 
Options are lower for single coverage ($6,024) and family coverage ($17,581) than overall 
average premiums. The average premiums for covered workers enrolled in PPO plans are 
higher for single ($6,965) and family coverage ($19,481) than the overall plan average.”4 It is 
important to note, however, that there are wide variations in premiums based on several 
factors, including group size, region, industry, age demographics, wage level, union status and 
firm ownership. These factors and the impact on premiums are also discussed in the KFF report. 

Common sense changes to address the eligibility issues discussed above would serve to make 
HDHPs paired with an HSA far less confusing and more workable for American workers and 
employers. Additionally, while average contributions are not anywhere near the maximum HSA 
contribution limits (as illustrated by our data, discussed above), accountholders should be able 
to protect themselves against the maximum out-of-pocket exposure they have, so contribution 
limits should be aligned with the HSA out-of-pocket limits (for 2018, the HSA out-of-pocket 
limits are $6,650 for single and $13,300 for family coverage). As a reference point, the Milliman 
Medical Index (MMI) reports out-of-pocket costs reaching $4,704 in 2018, up from $4,534 in 
2017.5 Out-of-pocket costs are expected to continue to increase each year.  

OTHER CHALLENGES EMPLOYERS FACE 

Another challenge for employers is the Cadillac Tax. While delayed until 2022, this excise tax 
still looms large. As currently enacted, it appears that employee contributions to HSAs and 
Health FSAs will be included in the calculation of the Tax. To keep costs below the thresholds, 
employers may have no other choice but to limit the amount employees may contribute to 
their HSA or Health FSA, which ends up hurting employees who need help paying for their out-
of-pocket costs. A Commonwealth Fund issue brief indicates this: “Thus, at least initially, these 
savings accounts, rather than enrollee cost-sharing or other plan features, are likely to be 
affected most by the tax as employers act to limit their HSA contributions.”6 More pointedly, in 
response to the Cadillac Tax, the American Health Policy Institute found that about 19% of large 
employers were already curtailing or eliminating employee contributions to Health FSAs and 
about 13% of large employers were curtailing or eliminating employee contributions to HSAs.7 
 
 

                                                           
4 http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017.  
5 http://www.milliman.com/uploadedFiles/insight/Periodicals/mmi/2018-milliman-medical-index.pdf.  The 
Milliman Medical Index (MMI) is an actuarial analysis of the projected total cost of health care for a hypothetical 
family of four covered by an employer-sponsored preferred provider organization (PPO) plan. Unlike many other 
healthcare cost reports, the MMI measures the total cost of healthcare benefits, not just the employer’s share of 
the costs, and not just premiums. 
6 http://www.commonwealthfund.org/publications/issue-briefs/2016/june/cadillac-tax.  
7 http://www.americanhealthpolicy.org/Content/documents/resources/AHPI_Excise_Tax_October_2015.pdf.  

http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017
http://www.milliman.com/uploadedFiles/insight/Periodicals/mmi/2018-milliman-medical-index.pdf
http://www.commonwealthfund.org/publications/issue-briefs/2016/june/cadillac-tax
http://www.americanhealthpolicy.org/Content/documents/resources/AHPI_Excise_Tax_October_2015.pdf
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It is important to note that Health FSAs are additional tools valued by working Americans 
because FSA funds are available in their entirety on the first day of the year, rather than 
needing funds to accumulate before reimbursing expenses. In fact, based on anecdotal data 
from WageWorks participants—and common sense—shows that those with chronic or serious 
illnesses often fare better with a Health FSA than an HSA because their spending occurs early in 
the year, and the immediate availability of Health FSA elections (even though funds have not 
actually been contributed yet) helps participants afford their sometimes significant out-of-
pocket costs. In addition, FSAs can be designed to coordinate with HSAs, paying for dental and 
vision expenses, while allowing the HSA to pay for out-of-pocket costs under the medical plan. 
 
Finally, most employer plans today have high deductibles. For example, KFF’s 2017 Employer 
Health Benefits Survey notes that 81% of covered workers are enrolled in a plan with an annual 
deductible, and that the average annual deductible for single coverage is $1,505,8 which is 
higher than the HSA-qualified HDHP’s statutory minimum deductible (e.g., for 2017, the 
minimum deductible for an HSA-qualified HDHP was $1,300 for single coverage). This and other 
design challenges often lead to confusion about whether a plan is actually an HSA-qualified plan 
or a just an HDHP with features that render an employee ineligible to contribute to an HSA. A 
simple way to resolve this confusion is by changing the law to refer to an HDHP that preserves 
an employee’s eligibility to contribute to an HSA as an “HSA-Eligible Health Plan,” which is a 
change that would be welcomed by the employer community.  
 
WageWorks recognizes the opportunity Congress has to enact meaningful HSA policy changes 
and follows closely the various legislative proposals in both the House and Senate that will 
address many of the eligibility issues I have raised herein. These include changing the name of 
an HDHP that otherwise qualifies as an HSA-qualified HDHP to an “HSA-Eligible Health Plan,” 
fixing the eligibility issues faced by those with “other coverage” such as Indian Tribal Health 
Services, TriCare, Medicare Part A, and those whose spouse may have a Health FSA and 
allowing employers greater freedom in plan design to include chronic care services, direct 
primary care, value-based coverage and telemedicine, along with access to on-site or near-site 
clinics.  We thank the Committee on Ways and Means for all of their efforts to enact common 
sense HSA reforms, and we would be happy to serve as a continued resource as these proposals 
move through the legislative process. 
 
Thank you for your time.  I look forward to answering any questions you may have, and can be 
reached at Jody.Dietel@WageWorks.com or 650.577.6372.  

                                                           
8 http://files.kff.org/attachment/Report-Employer-Health-Benefits-Annual-Survey-2017.  
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Chairman Roskam.  Thank you.  

Ms. Glied. 
 
STATEMENT OF SHERRY GLIED, DEAN, NEW YORK 
UNIVERSITY, ROBERT F. WAGNER GRADUATE SCHOOL OF 
PUBLIC SERVICE  
  

Ms. Glied.  Chairman Roskam, Ranking Member Levin, and members of the 
subcommittee, I am Sherry Glied, professor and dean of the Robert F. Wagner 
Graduate School of Public Service at New York University.  Thank you for 
inviting me to testify.  

The U.S. healthcare system is in much better shape today than it was 10 years 
ago.  The uninsurance rate has fallen by nearly half.  The rate of growth of 
healthcare spending is at historic lows.  

But there is increasing concern about maintaining the affordability of 
healthcare.  That is because, although many more Americans are insured today, 
there have been changes in the nature of coverage.  

High-deductible health plans not only continue to dominate the non-group 
health insurance market, as they always have, but they now make up nearly half 
the plans offered to employees.  

Analyses by the Federal Reserve Board, however, show that over one-third of 
all American adults don't have enough income and savings to shoulder an 
unexpected emergency bill of just $400, well below the deductible in a 
high-deductible plan.  That low level of financial security is on a collision 
course with this rise in high deductibles.  

HSAs offer a tax break, that is a tax expenditure, to people who have 
specialized savings accounts.  Relaxing the rules on HSAs would make that 
HSA tax break and expenditure bigger.  

But would increasing those tax breaks be a good way to allocate scarce public 
resources toward addressing the affordability problems that are of growing 
concern to many Americans?  A robust body of evidence says the answer is, no, 
relaxing HSA rules in general would not be a cost-effective way to address 
these concerns.  



One critical reason is that there is a mismatch between those who would gain 
from HSA tax breaks and those who actually need the financial protection.  It is 
lower, middle-income Americans who face real problems paying medical 
bills.  But people with incomes in this range face very low marginal tax rates, 
and that means that they gain very few benefits from the tax breaks afforded to 
health savings accounts.  

Instead, those tax breaks are most valuable to people in the highest marginal tax 
brackets, and in that group very few people have difficulty paying medical 
bills.  So every extra dollar of tax expenditures devoted to HSAs buys very 
little gain in healthcare affordability.  

As we would expect, higher-income people are more than four times as likely 
to open HSAs and to fully fund them than are those with lower 
incomes.  Because of those patterns, we find that for lower, middle-income 
households in high-deductible plans, whether you have an HSA or not has 
absolutely no effect on whether you can afford to pay your medical bills.  

Another problem is that we now know that the basic idea here, to encourage 
smarter consumption of healthcare through consumer-directed health plans, 
while theoretically elegant, is flawed in practice.  Most people do not treat their 
HSAs as savings vehicles.  They don't accumulate money in them.  

Instead, for people who are relatively healthy and who don't anticipate using a 
lot of services, the tax break for HSAs effectively reduces the first-dollar cost 
of care.  It undoes the effect of the deductible.  

Expanding the scope of HSAs would just give healthy, higher-income 
Americans, the ones who put money into their plans, even bigger discounts on 
a broad range of discretionary medical services like over-the-counter drugs and 
prescription sunglasses.  

It also turns out that having a consumer-directed plan does not make people 
smarter consumers.  People with consumer-directed health plans spend more on 
expenses that aren't covered by health insurance at all, like those sunglasses, 
but they also use fewer preventive services and they are less likely to adhere to 
necessary treatment.  

That holds even when the health plans explicitly and publicly exempt 
preventive services, like cancer screenings and vaccinations, from the 
deductibles.  



Finally, consumers with consumer-directed health plans are not better 
shoppers.  Study after study of consumer-directed health plans have found no 
evidence whatsoever that these mechanisms, including the transparency tools 
that go with them, lead to price shopping or to lower prices for key services like 
office visits and inpatient care.  

That is really important because the factor that is driving up costs in the private 
market today is the high price of care, not excess utilization.  

All in all, simply expanding HSAs and consumer-directed health plans is a 
costly solution in search of a problem.  It won't improve affordability for those 
who have the most problems paying health bills, it won't improve the efficiency 
with which Americans use their healthcare, and it won't contribute to 
containing healthcare costs.  

Thank you. 
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  The US health care system had undergone a remarkable transformation over the past 

eight years.  The uninsured rate in the non‐elderly population, which had peaked at 18.2% in 

2010, fell nearly in half, to 10.4% in 2016, a rate lower than ever previously recorded1.  Over the 

same period, the rate of growth of per capita health care costs in the US was much lower than 

over any comparable period since 19602.   According to data collected by the National Center 

for Health Statistics (NCHS), the share of Americans in families that reported having problems 

paying medical bills fell steadily from 2011 to 20163, and that decline has been associated with 

a decline in the number of health‐care related personal bankruptcies4 and with declines in 

hospital uncompensated care costs5.    

  These developments mean that Americans, as a whole, are in a much better situation 

with respect to healthcare costs, access, and financial protection than they were a decade ago.  

But problems certainly remain.  One of the most important is that some people, despite holding 

health insurance coverage, cannot afford care when they need it.  Deductibles, coinsurance 

rates, and exposure to out‐of‐pocket medical expenses have been rising rapidly.  While high 

deductible health plans have always been quite common among those purchasing insurance in 

the non‐group market, today, according to the NCHS, nearly half of those with employer‐

sponsored health insurance are in high deductible health plans (those with deductibles over 

$1300 for an individual or $2600 for a family).  For many families, these deductibles are very 

large relative to income and savings.  As a consequence, many Americans who hold insurance 

coverage are effectively underinsured6.  They do not have the savings available to pay costs 

below those deductible and out‐of‐pocket maximum levels.  The Commonwealth Fund’s 

surveys show that only about half of Americans with incomes below 250% FPL report that they 

                                                            
1 https://www.kff.org/uninsured/slide/uninsured‐rate‐among‐the‐nonelderly‐population‐1972‐2017/ 
2 Author’s tabulations of the National Health Expenditure Accounts.  https://www.cms.gov/Research‐Statistics‐Data‐and‐
Systems/Statistics‐Trends‐and‐Reports/NationalHealthExpendData/NationalHealthAccountsHistorical.html 
3 Cohen, Robin and Emily Zammitti.  Problems Paying Medical Bills Among Persons Under Age 65: Early Release of Estimates 
From the National Health Interview Survey, 2011–June 2017.  
https://www.cdc.gov/nchs/data/nhis/earlyrelease/probs_paying_medical_bills_jan_2011_jun_2017.pdf 
4 St John, A. "How the Affordable Care Act drove down personal bankruptcy." Consumer Rep (2017). 
5 Glied, Sherry, and Adlan Jackson. "The future of the Affordable Care Act and insurance coverage." American journal of public 
health 107, no. 4 (2017): 538‐540. 
6 Collins, Sara R., Munira Z. Gunja, and Michelle M. Doty. "How Well Does Insurance Coverage Protect Consumers from Health 
Care Costs?." (2017). http://www.commonwealthfund.org/publications/issue‐briefs/2017/oct/insurance‐coverage‐consumers‐
health‐care‐costs. Collins, Sara R., Munira Z. Gunja Michelle M. Doty, and Herman K. Bhupal.  “Americans’ Confidence in their 
Ability to Pay for Health Care is Falling” (2018).  http://www.commonwealthfund.org/publications/blog/2018/may/americans‐
confidence‐paying‐health‐care‐falling 
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are confident they could pay for care if they became sick.  Similarly, according to the Federal 

Reserve Board’s 2016 Survey of Household Economics and Decisionmaking, about 35% of 

American adults do not have enough income and savings to make all their other bill payments if 

they were unexpectedly faced with a $400 emergency7.     

  This context – one of unprecedented improvements in coverage, access, and cost‐

containment, but continuing problems in affordability – informs new interest in the potential 

role of consumer‐directed health plans in the US health system.  As policymakers once again 

consider these plans, there has been an explosion of new research in health care economics, 

facilitated by improved access to data on health insurance claims.  This new research offers 

very valuable insight into whether and how consumer‐directed plans can fill the gaps in 

coverage, access, and financial protection that remain.  

  Consumer‐directed health plans (CDHPs) were greeted with great optimism by many 

health policy experts when they were first introduced.  My review of these plans and of the 

research literature since their introduction, however, suggests that this model has not lived up 

to these early expectations.  CDHPs have not, and are not likely to, lead to more than marginal 

increases in the number of people who have insurance coverage.  The financial benefits of tax 

incentives for CDHPs have largely accrued to higher income households that already held health 

insurance and that already had the wherewithal to pay their out‐of‐pocket health care 

expenses.  Finally, CDHPs have not been an effective strategy to rationalize the consumption of 

health care and to reduce inefficient spending.  Expanding the scope and reach of CDHP is 

unlikely to make any significant dent in the cost, access, and affordability problems that 

currently face our healthcare system. 

Consumer‐Directed Health Plans 

Consumer‐directed health plans (CDHPs) have been encouraged in the USA since 1996, 

through a series of temporary tax incentives.  The 2003 Medicare Prescription Drug, 

Improvement and Modernization Act provided a permanent tax incentive for the establishment 

of Health Savings Accounts (HSAs) coupled with qualified high deductible health plans (HDHPs). 

The combination of HSAs and HDHPs is what is generally meant by CDHPs. The promotion of 

CDHPs was a policy response to an economic concern that generous health insurance provides 

an incentive for the over‐use of and lack of price shopping for health services.  By extending the 

tax incentives that exist for health insurance premiums to out‐of‐pocket payments, 

                                                            
7 Larrimore, Jeff, Alex Durante, Christina Park, and Anna Tranfaglia. "Report on the economic well‐being of US Households in 
2016." Board of Governors of the Federal Reserve System (May 2017). 
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policymakers hoped to encourage people to buy higher deductible health insurance policy and 

thus, neutralize some of the distortionary effects of health insurance coverage8.  

In principle, CDHPs should promote insurance coverage (through the additional tax 

incentive they provide), offer financial protection (through the accumulation of assets in the 

plans), and control costs (by encouraging consumers to shop in a cost‐conscious way).  In 

practice, however, CDHPs have fallen short of these goals. 

Promoting Insurance Coverage 

  The favorable tax benefits offered through HSAs provides a new subsidy for health 

insurance coverage, which may encourage people who do not have health insurance coverage 

to purchase it.  This effect, however, is rather small.  The usefulness of HSAs as a means of 

expanding coverage depends on two factors: the expected level of out‐of‐pocket expenditures 

under a high‐deductible plan (because this determines the amount now exempt from tax), and 

marginal income tax rates.  Both factors work against HSAs having a substantial impact on 

coverage.  First, because health expenditures are highly skewed, most people spend very little 

on care each year, while a very small number of people each year account for most health 

expenditures.  Because of this, the average amount a person might expect to spend under a 

high‐deductible plan is quite low.   

Second, most people without insurance coverage, even today after the ACA expansions, 

have low incomes and face low or zero marginal tax rates.  Together, these two factors mean 

that the tax incentives for HSAs, even if further expanded, would induce very little increase in 

insurance coverage9.  The benefits of HSAs accrue almost entirely to those with higher marginal 

tax rates who already have insurance.  That is, the over $2 billion annual tax expenditures 

currently associated with HSAs do not induce additional coverage10; instead, they largely 

crowd‐out existing private spending.  

Improving Financial Protection 

The CDHP model makes most sense when funds to pay for medical expenses under the 

HDHP are readily available within the HSA.  Unfortunately, many people with HDHPs today do 

not have HSAs.  Even where HSAs do exist, they are typically under‐funded.  This is not 

                                                            
8 Cogan, John F., R. Glenn Hubbard, and Daniel P. Kessler. "Making markets work: five steps to a better health care 
system." Health Affairs 24, no. 6 (2005): 1447‐1457. Jack, William, and Louise Sheiner. "Welfare‐improving health expenditure 
subsidies." The American Economic Review 87, no. 1 (1997): 206‐221. 
9 Remler, Dahlia K., and Sherry A. Glied. "How much more cost sharing will health savings accounts bring?." Health Affairs 25, 
no. 4 (2006): 1070‐1078. 
10 Lowry, Sean. "Health‐Related Tax Expenditures: Overview and Analysis." CRS Report, Congressional Research Service(2016). 
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surprising ‐‐ other, similar, tax‐favored savings vehicles, such as retirement accounts, are 

similarly underfunded, except among the highest income beneficiaries11.   

HSA contributions may be made by employees, employers or both.  In calendar year 

2017, just under half of employers who offered HSAs made no contribution at all to their 

employees’ savings plans12. Employer contributions to HSAs, among those making 

contributions, averaged $795 for single coverage and $1416 for family coverage in 2016.   Very 

few workers – just 2% ‐‐ enrolled in a Health Savings Account (HSA)‐qualified HDHP received an 

account contribution for single coverage at least equal to their deductible in 201713.    High‐income and 

older tax filers are both much more likely to establish HSAs and to fully fund their HSAs; one 

recent study found that they did so at least four times as often as did low‐income and younger 

filers14. 

Annual contributions by employers and employees account for virtually all of the value 

of HSAs.  Most holders do not treat their HSAs as investment funds.  Rather, they use them as 

an extra checking account to pay medical bills.  According to research from EBRI, in 2016, just 4 

percent of accounts had investments other than cash15.  

These patterns of underfunding and limited use as investment vehicles help explain why 

the use of HSAs has such an anemic effect on care affordability.  As Table 1 shows, people with 

HDHPs report more trouble paying medical bills than do those with traditional insurance.  

About 15% of adults 18‐64 with private insurance who have HDHPs report difficulty paying 

medical bills, compared to just under 10% of those with traditional plans.  That is to be 

expected – high deductibles increase financial exposure.  What is more surprising is that the 

addition of an HSA does so little to mitigate this problem.  Among those with incomes between 

100‐400% FPL, there is no difference at all in difficulty paying medical bills between those with 

an HDHP without an HSA and those who have an HSA.  Among those with incomes above 

400%FPL, about 11% of those with an HDHP and no HSA report difficulty paying medical bills, 

while about 8% of those with an HSA report such difficulties.  While this is an improvement, 

even the latter figure is more than 50% higher than the rate among those with traditional 

insurance. 

                                                            
11 Burman, Leonard E., William G. Gale, Matthew Hall, and Peter R. Orszag. "Distributional effects of defined contribution plans 
and individual retirement arrangements." In The Distributional Effects of Government Spending and Taxation, pp. 69‐111. 
Palgrave Macmillan, London, 2006. 
12 Claxton, G., M. Rae, M. Long, A. Damico, G. Foster, and H. Whitmore. "Employer Health Benefits 2017." (2017). 
http://files.kff.org/attachment/Report‐Employer‐Health‐Benefits‐Annual‐Survey‐2017 
13 Claxton, G., M. Rae, M. Long, A. Damico, G. Foster, and H. Whitmore. "Employer Health Benefits 2017." (2017). 
http://files.kff.org/attachment/Report‐Employer‐Health‐Benefits‐Annual‐Survey‐2017 
14 Helmchen, Lorens A., David W. Brown, Ithai Z. Lurie, and Anthony T. Lo Sasso. "Health savings accounts: growth concentrated 
among high‐income households and large employers." Health Affairs 34, no. 9 (2015): 1594‐1598. 
15 Fronstin, Paul. "Trends in Health Savings Account Balances, Contributions, Distributions, and Investments, 2011‐2016: 
Statistics from the EBRI HSA Database." (2017). https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3004723 
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Table 1:  Percentage Reporting Difficulty in Paying Medical Bills, Among those 18‐64 with Private 
Insurance 

    All  <100% FPL  100‐<400% 
FPL 

>400% FPL  Count 

Traditional Plan      9.6% 11.7%  16.9%  5.2%  62,713,472

High Deductible 
Plan 

  15.2%          21.1%  25.4%  9.5%  42,628,838

  No 
HSA 

16.8%          21.6%  25.3%  10.8%  25,042,184

  With 
HSA 

12.8%          18.9%  25.8%  8.0%  15,092,756

Author’s tabulations of the 2016 National Health Interview Survey. 

 

Controlling Costs 

  A principle goal of CDHP is to improve the efficiency of how people use the health care 

system, and thereby to control costs.  Economic research, however, suggests three main 

problems that impede the ability of CDHPs to achieve this goal:  lower marginal costs than 

traditional plans for people with low health spending, inefficient service utilization decisions, 

and weak shopping behavior.  

CDHPs are intended to reduce excess spending by requiring consumers to face more of 

the costs of their own health care decisions (skin in the game).  In practice, however, the price 

(net of taxes) of medical care facing consumers is not always higher and may often be lower 

under an HSA compared with other types of insurance16.  People who expect to have low health 

care spending are likely to see their after‐tax out of pocket costs fall when they switch to an 

HSA, because their out‐of‐pocket costs will now be paid for out of tax‐favored savings.  The 

offsetting effects of the after‐tax price reductions from HSAs on the utilization‐reduction 

incentives of HDHPs may explain why some long‐term studies of CDHPs find relatively modest, 

or even non‐existent, savings effects.  For example, Chen, Feldman, and Parente, long‐time 

advocates of CDHPs, followed a sample of very large firms that had implemented these plans 

over a period of five years (2005‐2009).  They find that members enrolled in HSAs had 

comparable levels of spending compared to those in traditional plans, and those enrolled in 

related Health Reimbursement Accounts actually spent more than those enrolled in traditional 

accounts over time.17 

                                                            
16 Buchmueller, Thomas C. “Consumer‐Oriented Health Care Reform Strategies: A Review of the Evidence on Managed 
Competition and Consumer‐Directed Health Insurance.” The Milbank Quarterly 87.4 (2009): 820–841. PMC. Web. 3 June 2018; 
Remler, Dahlia K., and Sherry A. Glied. "How much more cost sharing will health savings accounts bring?." Health Affairs 25, no. 
4 (2006): 1070‐1078. 
17 Chen, Song, Roger Feldman, and Stephen T. Parente. "A five‐year study of health expenditures among full replacement 
CDHPs, optional CDHPs and traditional managed care plans." Insur. Mark. Co. Anal. Actuar. Comput 5, no. 1 (2014): 6‐16. 
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The effect of this new, lower marginal price will be most acute for services that are not 

typically paid for through private insurance, but that are eligible for payment under HSA plan.  

For example, while relatively few private health insurance plans cover prescription sunglasses, 

these expenses may be paid using tax‐favored dollars in an HSA.  To the extent that HSA funds 

are used to pay for expenses that are not typically covered under health insurance, they both 

crowd out existing private out‐of‐pocket spending and reduce, rather than increase, efficiency 

across the health system.  It is far from clear that it is economically desirable to devote valuable 

tax expenditures toward encouraging excess spending on discretionary health care services. 

A second challenge for improving efficiency through CDHPs is that people are not well‐

informed about how best to use medical services or have limited understanding of their plans.  

Higher deductibles do often lead to lower rates of use of care, but these differences in rates of 

use are similar for valuable care and for care that is less valuable.  This pattern has been 

observed in multiple studies dating back to the RAND Health Insurance Experiment of the late 

1970s18.  Similarly, a comparison of practices among patients with chronic conditions found that 

those in a CDHP were less likely to adhere to treatment.  For patients with hypertension, 

dyslipidemia, diabetes, and diabetes, enrollment in a CDHP reduced use of medications19.  The 

overall effect of a high deductible appears to outweigh targeted exemptions aimed at 

encouraging effective utilization.  For example, a recent study found that consumers enrolled in 

high deductible plans reduced the use of preventive services, even though these services are 

fully covered under such plans20.   

The final problem with improving efficiency through CDHPs is that these plans appear to 

operate almost entirely by affecting rates of utilization, but a growing volume of research 

indicates that the problems of the US health care system today stem from high prices, not high 

utilization21,22.  In its recent assessment of health care spending, the Health Care Cost Institute 

noted that health care utilization among those with private health insurance has been declining 

in recent years – instead, growth in spending has been driven by higher prices. 

Many had hoped that the introduction of CDHPs, often coupled with tools to make 

prices more transparent to policyholders, would encourage price shopping.  With a very few 

                                                            
18 Joseph P. Newhouse, and Rand Corporation. Insurance Experiment Group. Free for all?: lessons from the RAND health 
insurance experiment. Harvard University Press, 1993. 
19Fronstin, Paul, Martin J. Sepulveda, and M. Christopher Roebuck. "Medication utilization and adherence in a health savings 
account‐eligible plan." The American journal of managed care 19, no. 12 (2013): e400‐7. 
20 Brot‐Goldberg, Zarek C., Amitabh Chandra, Benjamin R. Handel, and Jonathan T. Kolstad. "What does a deductible do? The 

impact of cost‐sharing on health care prices, quantities, and spending dynamics." The Quarterly Journal of Economics 132, no. 3 
(2017): 1261‐1318. 
21 Health Care Cost Institute. 2016 Health Care Cost and Utilization Report.  January 23, 2018. 
http://www.healthcostinstitute.org/report/ 
22 Papanicolas, Irene, Liana R. Woskie, and Ashish K. Jha. "Health care spending in the United States and other high‐income 
countries." Jama 319, no. 10 (2018): 1024‐1039. 
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notable exceptions (switching from brand name to generic drugs23 and use of lower cost 

providers for laboratory tests), there is simply no evidence to support this hope. Recent studies 

indicate that “Members of HDHP and traditional plans are equally likely to price shop for 

medical care, and they hold similar attitudes about health care prices and quality24.”  The study 

that found modest evidence of price shopping for laboratory tests (suggesting that consumers 

were aware of and able to navigate the shopping tool) did not detect any evidence of price 

shopping for office visits. 25  A careful study of the two‐year experience of employees of a very 

large firm that switched to a high deductible plan likewise found no evidence that consumers 

learned to price shop26.  The only studies that find robust evidence of price‐shopping by 

beneficiaries are those in which traditional managed care plans use highly‐structured pricing 

arrangements, such as reference pricing, to direct patients to lower cost providers for a very 

narrow set of conditions.  Despite substantial investments in proprietary, commercial, and 

public transparency tools, there is no evidence that consumers in more loosely structured 

arrangements such as HDHPs engage in price shopping behavior.  Most health care markets are 

highly concentrated and offer complex products.  Most health spending occurs among patients 

who are very ill and not in a good position to compare costs and quality.  The potential for 

consumers to control prices through shopping is necessarily limited.   

Policy Implications 

The affordability problems affecting the US health care system today stem from two 

sources.  First, many Americans cannot afford the high deductibles they face in their health 

insurance plans.  Second, the prices of many services within the system are excessively high. 

CDHPs offer their greatest value to the highest income taxpayers who face the highest 

marginal tax rates and have the most discretionary savings available.  For these taxpayers, HSAs 

offer very valuable tax benefits.  They also likely reduce the cost of many discretionary services 

that are not typically covered under health insurance.  But high income taxpayers in high tax 

brackets are not the ones facing an affordability problem. For less affluent consumers, CDHPs 

have not substantially reduced the burden of out‐of‐pocket costs to date.  Given the low level 

of savings among less affluent Americans, it seems very unlikely that CDHPs will be an 

affordability solution for this group into the future.  Policymakers should look to other solutions 

                                                            
23 Fronstin, Paul, and M. Christopher Roebuck. "Brand‐Name and Generic Prescription Drug Use After Adoption of a Full‐
Replacement, Consumer‐Directed Health Plan With a Health Savings Account." (2014). 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2414583 
24 Sinaiko AD, Mehrotra A, Sood N. Cost‐Sharing Obligations, High‐Deductible Health Plan Growth, and Shopping for Health 
CareEnrollees With Skin in the Game. JAMA Intern Med. 2016;176(3):395–397. doi:10.1001/jamainternmed.2015.7554 
25 Zhang, X. , Haviland, A. , Mehrotra, A. , Huckfeldt, P. , Wagner, Z. and Sood, N. (2017), Does Enrollment in High‐Deductible 
Health Plans Encourage Price Shopping?. Health Serv Res. doi:10.1111/1475‐6773.12784 
26 Brot‐Goldberg, Zarek C., Amitabh Chandra, Benjamin R. Handel, and Jonathan T. Kolstad. "What does a deductible do? The 
impact of cost‐sharing on health care prices, quantities, and spending dynamics." The Quarterly Journal of Economics 132, no. 3 
(2017): 1261‐1318.  
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to improve financial protections from health care costs for middle income Americans.  For 

example, limiting cost‐sharing to levels that are proportional to income, as the Affordable Care 

Act already does for low income Americans, would be a more effective strategy for addressing 

the underinsurance problem among middle income Americans. 

CDHPs offer even fewer benefits with respect to cost containment and increasing health 

system efficiency.  Well‐designed CDHPs can reduce utilization.  To date, those reductions in 

utilization have not focused on the least effective care, but perhaps plans could be further 

modified to improve access to appropriate services.  However, the most important source of 

high costs in the US health care system today is high prices – not high utilization.  High prices, in 

turn, are to some extent a consequence of increasingly concentrated health care markets, 

especially for specialized and costly services.  While HDHPs reduce utilization, there is no 

evidence whatsoever that they have been or can be effective in reducing the price of most 

services.  CDHPs will not promote affordability through reducing the overall costs of our 

healthcare system.  Instead, Congress should evaluate new strategies, for example, options that 

encourage the development of network‐based health plans (which can negotiate lower prices 

through the promise of membership in a network); competitive bidding to enhance price 

competition in selected sectors; and even increased regulation of prices in highly concentrated 

markets as alternatives to bring down the prices of health care and enhance affordability for all 

Americans. 

 

 

   



Chairman Roskam.  I thank all four of you.  I appreciate the perspective.  We 
are the beneficiaries of that, and we will look forward to exploring this further.  

I am going to invite Mr. Johnson to inquire.  

Mr. Johnson.  Thank you, Mr. Chairman.  

Mr. Ramthun, welcome.  In your testimony, you recommended that Congress 
allow seniors to continue contributing to HSAs and actually stay off of 
Medicare for longer.  

As a person ages, they generally cost more to care for.  So if HSAs are 
available to seniors, wouldn't you agree that they can help reduce costs to our 
Medicare system?  

Mr. Ramthun.  I believe they can absolutely help reduce those costs by staying 
on a private policy, using their HSA dollars to pay for those expenses, rather 
than have Medicare pay for those expenses, certainly from the first dollar.  So 
absolutely.  

Mr. Johnson.  Well, keeping in mind the Medicare Trustees report released 
yesterday, do you see HSAs as being a part of the solution to save Medicare 
money?  

Mr. Ramthun.  I absolutely think HSAs are part of the solution.  We need to be 
looking at all different options, and HSAs are a very good one to include in that 
list.  

Mr. Johnson.  Thank you, sir.  

I yield back.  

Chairman Roskam.  Mr. Thompson.  

Mr. Thompson.  Thank you, Mr. Chairman.  

Mr. Eyles, in your written testimony you noted that 82 percent of those plans 
surveyed offered members healthcare cost information.  Can you expand on 
what you meant by that, what kind of cost information, and how it is used by 
the consumer?  

Mr. Eyles.  Sure.  Thank you for the question.  



So most plans that provide HSAs have tools online that their members can go 
and use to look at the potential range of costs, for example, of going to a 
particular healthcare provider or a facility.  

It can give a range if you go to one facility versus another, particularly for those 
that are in network and where an individual is able to benefit from negotiated 
lower prices, that individuals can find out at least at a general level, and 
sometimes with great specificity, too, how much a particular healthcare 
treatment or service might cost depending upon where it is received.  

So you can go online, plug in a ZIP Code, plug in a provider, plug in a 
procedure, and get a range of costs.  

Mr. Thompson.  And is that somehow juxtaposed with the quality of that 
procedure?  

Mr. Eyles.  There is often quality information that is provided at a provider 
level or a facility level.  Obviously, all these tools are different depending upon 
which plan has developed them.  But most of the quality information would 
allow an individual to compare again, say, the outcome of a hip replacement 
surgery at one facility versus another.  

Mr. Thompson.  So the 82 percent, what are you measuring there?  Is that 
82 percent reflective of quality measurement?  

Mr. Eyles.  So the 82 percent is around the transparency of cost and price 
information.  

Mr. Thompson.  So it is just the cost side.  It doesn't necessarily reflect the 
quality side. 

Mr. Eyles.  Right.  The quality information that we found was about 70 percent 
had physician-specific quality data and 77 percent had hospital-specific quality 
data.  So it is not a perfect one for one, but overall there is good information to 
look at both cost, price, and quality.  

Mr. Thompson.  Okay.  Thank you.  

Dr. Glied, some of the witnesses have already mentioned that we have watched 
the volume of HSAs increase dramatically since they were created.  But in a 
2017 report on employer-sponsored coverage, PricewaterhouseCoopers found 
that movement to high-deductible health plans loses steam.  After shifting 



healthcare costs to employees for years, the employers are starting to ease off, 
and that growth in high-deductible employee-based plans is starting to slow.  

Can you talk about what might be driving that shift and how much of that 
should we attribute to the healthcare cost curve versus the economy generally?  

Ms. Glied.  Thank you for the question.  

I think it is difficult to decompose where that change is coming from, but I 
think one of the factors is growing recognition that it is prices and not 
utilization that is the main factor that is driving up cost today.  

And unfortunately, although many, many plans now include cost and quality 
information transparency tools, the evidence is very clear that people do not use 
them and do not find them helpful.  

And so if you actually want to do something around prices, just raising people's 
deductibles doesn't turn out to be the way to do it.  And so we see costs 
continuing to rise in high-deductible plans and insurers and employers looking 
at other ways to solve these problems.  

Mr. Thompson.  And then I would ask Mr. Eyles this.  When somebody does 
use the 82 percent, I guess, is the number, those folks, when they do look at the 
cost, do they get some sort of idea what quality they are getting for that cost?  

Ms. Glied.  Unfortunately, our metrics of quality that are available to be used 
on these kinds of tools are just not very good and they are not very credible to 
most consumers.  

So in general, when people's doctor tells them where to go for a checkup or 
something, they follow their doctor's recommendations and not what it says on 
the tool.  And so there really is a limitation to how these are put into practice. 

Mr. Thompson.  Thank you.  Yield back.  

Chairman Roskam.  Ms. Jenkins.  

Ms. Jenkins.  Thank you, Mr. Chairman.  

Thank you all for being with us this morning.  



Since the inception of flexible spending arrangements and health savings 
accounts, millions of Americans each year were using these and other similarly 
tax-preferred health accounts to help reduce their annual healthcare spending.  

However, this consumer access changed with the passage of the Affordable 
Care Act.  Consumers are now required to obtain a prescription for 
over-the-counter medications in order to be eligible for reimbursement under 
these accounts.  

This change, which went into effect January 1 of 2011, severely limits the 
ability of millions of American families to use funds set aside in their FSAs and 
HSAs to purchase over-the-counter products, such as those for pain 
management, smoking cessation, and cold and allergy medications.  

Over-the-counter medications are often the frontline treatment for many 
common illnesses or for maintenance of chronic diseases and should be treated 
as medically reimbursable healthcare therapies, just as prescription medications 
are.  

A recent study found that over-the-counter medicines save the U.S. healthcare 
system $102 billion every year through cost savings associated with 
over-the-counter medicines and avoided visits to the doctor.  

Restricting consumers' ability to be reimbursed under FSAs and other 
tax-preferred accounts imposes an unfair cost increase on individuals and 
families who are already struggling financially.  

So that is why I have introduced legislation, along with Mr. Kind, to restore 
this benefit, called the Restoring Access to Medication Act.  And I am hopeful 
my colleagues will smile favorably on this legislation soon.  

According to an April 2014 study by Nielsen, 75 percent of Americans support 
changing the law to grant over-the-counter medications tax-preferred 
preference again.  

In fact, the Health Choices Coalition, representing physicians, dentists, 
consumers, retailers, manufacturers, pharmacies, pharmacists, patients, 
insurers, and employers large and small, are all in support of restoring this 
benefit on behalf of millions of Americans.  

Americans are being asked to fund more of their healthcare expenses through 
higher deductibles and copays.  So I believe it is more important than ever that 



cost-effective over-the-counter medicines are treated the same as other eligible 
medical expenses in tax-preferred healthcare accounts.  

I don't know why we should be making it harder for Americans to use their 
own pretax dollars to purchase these everyday healthcare products.  

So with that, Mr. Eyles, shouldn't Congress be making it easier for people to 
access these safe and effective over-the-counter medications?  

Mr. Eyles.  We have been supportive of being able to use HSA/FSA funds 
towards over-the-counter medications.  When patients have an option to use 
something that is over-the-counter, that is a lower cost potentially, not needing 
to necessarily go and have a physician's office visit, we have been supportive of 
those kinds of efforts, yes.  

Ms. Jenkins.  Thank you.  

And on that point, so many Kansas communities face the challenges that come 
with accessing rural healthcare.  

So, Mr. Ramthun, do you believe that it makes good public policy sense to 
require patients, especially rural patients, to seek a doctor's prescription in order 
to be able to use their tax advantage accounts for medicines that were available 
over-the-counter?  

Mr. Ramthun.  Thank you.  

I believe it makes no good health policy sense to add cost to the system by 
seeking an additional office visit just to get something that is available over the 
counter today.  

Ms. Jenkins.  Okay.  Thank you.  I appreciate it.  

And with that, Mr. Chairman, I yield back.  

Chairman Roskam.  Mr. Kind.  

Mr. Kind.  Thank you, Mr. Chairman.  

I want to thank the witnesses for coming.  



So let me just pick up where my colleague, Ms. Jenkins, just left off.  And I am 
proud to sponsor the Restoring Access to Medicare Act with her.  But, 
Mr. Eyles, Mr. Ramthun, if you hadn't had a chance to take a look at the 
specifics of that legislation, I encourage you to do so and give us any feedback 
in case there is something we might be overlooking.  

Mr. Ramthun, let me start with you, because Mr. Johnson already cited the 
recent Medicare Trustee report that just came out showing that the solvency of 
Medicare has been reduced by an additional 3 years.  In fact, The Washington 
Post just ran an article in today's paper titled "Key Medicare Fund to Run Out 
Earlier Than Thought."  

Mr. Chairman, I ask unanimous consent to have that inserted in the record at 
this time.  

Chairman Roskam.  Without objection, so ordered. 
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A crucial Medicare trust fund will run out three 
years earlier than predicted, new report says 

 
Health and Human Services Secretary Alex Azar is one of the trustees overseeing Medicare. (Melina 
Mara/The Washington Post) 
By Amy GoldsteinJune 5Email the author 
The financial future of the part of Medicare that pays older Americans’ hospital bills has deteriorated 
significantly, according to an annual government report that forecasts that the trust fund will be 
depleted by 2026 — three years sooner than expected a year ago. 

The report, issued Tuesday by a quartet of Trump administration officials who are trustees 
for Medicare and Social Security, reveals that policy changes ushered in by the president and the 
Republican Congress are weakening the financial underpinnings of the already fragile insurance 
program. 
According to the report, less money will be flowing into the hospital-care trust fund in part because 
the tax law passed this year will cause the government to collect less in income taxes. In addition, 
lower wages last year will translate into lower payroll taxes. 

As revenue slips, hospital expenses will increase, the report says. A senior government official who 
briefed reporters on it said that part of that increase is because the tax law will, starting next year, 
end enforcement of the Affordable Care Act’s requirement that most Americans carry health 



insurance. As a result, hospitals are predicted to have more uninsured patients, in turn requiring the 
Medicare program to pay more for such uncompensated care. 

Unlike in previous years going back decades, none of the trustees — three Cabinet members and the 
acting Social Security commissioner — attended the report’s release at the Treasury Department. 

However, Treasury Secretary Steven Mnuchin issued a statement putting a positive spin 
on the administration’s economic agenda, saying that tax cuts, regulatory changes 
and altered trade policies “will generate the long-term growth needed to help secure these programs 
and lead them to a more stable path.” 
Seema Verma, administrator of the Centers for Medicare and Medicaid Services, called on Congress 
to embrace Medicare proposals in President Trump’s budget, saying that they “would strengthen the 
integrity of the Medicare program.” Along with strategies to try to slow spending on prescription 
drugs, one proposal would shift responsibility for uncompensated care payments from the Medicare 
program to the Treasury. 

The annual reckoning of the stability of the nation’s two largest entitlement programs amplifies 
earlier warnings that both are unsustainable over time. It also urges Congress to revise the programs 
to ward off the shortfalls soon to “minimize adverse impacts” on the tens of millions of elderly and 
other vulnerable people who rely on the government help. 

The new report’s forecast for Social Security is comparatively undramatic. It says that the trust funds 
that pay benefits to retirees, workers’ survivors and people with disabilities can, taken together, be 
expected to remain solvent until 2034, unchanged from a year ago. 

Both programs have long been under pressure because of demographics. The aging of the large baby-
boom generation is making up an increasing share of the nation’s population, with proportionally 
fewer working-age Americans chipping in payroll taxes. 

Despite officials’ contention that Trump’s policies would heal the programs’ 
finances, the trustees’ report says: “Lawmakers should address these 
financial challenges as soon as possible.” The trustees typically also include two 
members of the public, but the administration has not filled those positions. 
From administration to administration, the trustees’ report has for many years been a cautionary 
note about the financial fragility of the two main programs designed to buffer Americans from 
poverty in their older years. For more than two decades, presidents of both political parties and 
Congress have sporadically assembled high-level commissions to explore ways to prolong the 
solvency of one or both programs. None has led to major changes. 

The Trump administration has not placed much focus on the programs’ 
future. The main change since Trump was elected in 2016 has been Congress’s action in February 
to repeal an unpopular aspect of the Affordable Care Act that was intended to have 
constrained Medicare spending if it rose too high. 
The Independent Payment Advisory Board, known as IPAB, was to have been a committee of outside 
experts with power to slow Medicare’s spending if it reached a certain threshold. The board’s 
members were never appointed, and spending levels, as measured by the 
annual trustees’ reports, never reached the critical level. 



From before the ACA was passed in 2010, Republican critics erroneously tarred IPAB, 
which Democrats held out as one of the few teeth in the law to slow health-
care expenditures, as a “death panel” that would deny care to the elderly. 
 
In the early years after the ACA was enacted, Obama-era trustees’ reports said the law 
was helping to hold down health-care spending. The report issued Tuesday says that the law had 
“introduced large policy changes and additional projection uncertainty.” 
 
In keeping with efforts by Health and Human Services Secretary Alex Azar — one of the trustees — to 
usher in new payment methods that reward qualify and cost efficiency, the report says that “if the 
health sector cannot transition to more efficient models of care delivery and achieve productivity 
increases, the availability and quality” of care available to older Americans on Medicare will fall. 

Sen. Ron Wyden (Ore.), the top Democrat on the Senate Finance Committee, said in a statement, 
“This report should eliminate any doubt that Trump’s tax law yanked Medicare closer to insolvency.” 

House Ways and Means Committee Chairman Kevin Brady (R-Tex.) said in a statement that 
ensuring the solvency of the two programs “is of the utmost importance. . . . The time is now to come 
together in a bipartisan manner to address these real challenges.” 

 



Mr. Kind.  Indicating that with the passage of the recently enacted tax cut, there 
is going to be a serious drop in revenue that is going to affect the Medicare 
program, along with the repeal of the individual responsibility aspect of the 
Affordable Care Act.  

The Trustees also cite that there is going to be a huge leap in uninsured and 
therefore uncompensated care, all of which is going to detrimentally impact the 
Medicare trust fund by reducing solvency by 3 years to 2026 now.  

Mr. Ramthun, you indicated that there might be a role of HSAs to play as far as 
showing up and bolstering Medicare.  What did you have in mind?  

Mr. Ramthun.  That individuals who are still working at age 65 would be able 
to take Medicare as a secondary payer.  

Today I am self-employed.  I must take Medicare as a primary payer.  That also 
applies to workers of small businesses with fewer than 20 employees.  

So to give those individuals the option to stay on their employer-based 
coverage and have Medicare pay their bills on the back end, rather than the 
front end -- 

Mr. Kind.  You mean past 65 allowing them to stay on their -- 

Mr. Ramthun.  Yes, sir.  

Mr. Kind.  Okay.  

Well, part of the reason you want to get the younger 65s into Medicare is for 
risk adjustment and spreading the risk, too.  So if you will allow more of them 
just to stay in the private plans, won't that also then jeopardize the long-term 
solvency and the expense of older and less healthy Medicare patients?  

Mr. Ramthun.  Medicare does not work like private insurance where you are 
having to spread risk.  Medicare pays claims out of trust fund dollars.  So if you 
have fewer people accessing the trust fund dollars, I would think that would 
save Medicare money.  

Mr. Kind.  Ms. Dietel, I think in your testimony you indicated about what the 
typical HSA participant is contributing every year, from, what $1,000 to $1,500 
or so.  Is that correct?  



Ms. Dietel.  Yes, sir.  

Mr. Kind.  That is substantially below the current contribution limits as they 
exist today.  Is that right?  

Ms. Dietel.  That is correct.  

Mr. Kind.  You must have heard Mr. Eyles' testimony earlier, and one of the 
four points that he said that one of the things we ought to be considering as a 
committee is perhaps extending the contribution flexibility and therefore 
raising those contribution limits.  What would your response be to that?  

Ms. Dietel.  I would absolutely support that.  I think that participants in HSAs 
should be able to cover their entire out-of-pocket risk.  So there should be 
parity between the out-of-pocket maximums under the ACA and the 
contribution limits for health savings accounts. 

Mr. Kind.  Regardless of income limits right now on an individual, how much 
they are earning?  Does it matter to you?  

Ms. Dietel.  It doesn't matter to me, although income limits would be one way 
of addressing alternatives.  

Mr. Kind.  Ms. Glied, do you have anything to add?  

Ms. Glied.  I think the concern is that the average of $1,000 includes both 
people who are funding a lot and putting a lot in their accounts, and those tend 
to be very high-income people, and people who are putting very little in their 
accounts.  

If we raise that contribution limit, it isn't going to affect the people on the 
bottom.  They are already not bound by the contribution limit.  It is just going 
to allow people at the top to put more money in.  

Mr. Kind.  Mr. Ramthun, let me ask you, too, one of the groups of people who 
are getting hammered right now are those in the individual market who don't 
qualify for any premium tax credits because they are earning too much, and yet 
the premiums are going up and they are just getting smacked.  And you 
indicated that roughly 10 percent HSA participants are in that individual 
market.  



Is there a way we can, through HSAs, be able to provide some relief to that 
segment of the 5 percent of the population who is getting hammered in the 
individual market?  

Mr. Ramthun.  So some of those individuals already are qualifying for HSA 
contributions from their employer, so that definitely helps them.  By staying in 
a lower premium plan they can use some of the premium savings to fund their 
account as well.  

Others have suggested using dollars in HSAs to help pay for their premiums, 
and so that is a provision that is in Congressman Paulsen's bill as well as other 
bills.  So those are ways that HSAs could be used to offset those higher costs.  

Mr. Kind.  I encourage all of you, as a takeaway today, to keep thinking about 
how we can better democratize HSAs.  I think the problem that many of us 
have on this side of the dais is that it is weighted to those with more disposable 
income, those who can afford it, some using it as a tax shelter, because they are 
generally in good plans and they are generally healthier in regards to the 
population. 

But how do we make this easier for lower to lower-middle-income people to be 
able to get in and find some tax savings and better manage the cost risks that 
they face today?  

With that, Mr. Chairman, I yield back.  

Chairman Roskam.  Mr. Marchant.  

Mr. Marchant.  Thank you, Mr. Chairman.  

Mr. Ramthun, I come from a congressional district in northeast Texas.  We 
have a very low unemployment rate, well below the national average.  And 
these workers, who are my constituents, are looking for two things with their 
hard-earned income:  choice in their healthcare decisions and the ability to plan 
for their future.  

This is where HSAs come into play, and I believe that that was the intent of the 
creation of the HSAs.  Would you agree?  

Mr. Ramthun.  Absolutely, that was the intent.  



Mr. Marchant.  I have reviewed some of the charts that we have been provided, 
and it shows that folks in my district are right in what you would call the 
Goldilocks Zone.  They either have HSAs or they are looking at them as a 
possibility for working that into their health plan and their financial plan.  

With insurance premiums rising, we have got to start looking for answers to 
address out-of-pocket healthcare costs that our constituents face.  And one of 
the most frequent calls that we get from constituent service in our district office 
is the shockingly high amount of deductible that a normal family faces even in 
the best plans.  And they are looking for every way possible to prepare for an 
emergency where they have to pay those amounts of money.  

Mr. Ramthun or Mr. Eyles, can either of you point to me some specific policy 
changes that we should be exploring to address this issue and to allow families 
to use their HSAs in a better way?  

Mr. Ramthun.  So I will start first.  Thank you for the question.  

I think the first thing is to allow more of your citizens to take advantage of 
HSAs.  It does give them that flexibility to choose the provider that they want, 
if it is more cost effective for them to use over-the-counter medicine.  So that 
clearly Ms. Jenkins' bill is an important policy change that needs to go in there. 

Helping them get better information about the cost and the quality of those 
services would give those individuals more information about how they can 
find better value for their dollars.  

So those are two things that I would definitely start with.  

So, Mr. Eyles.  

Mr. Eyles.  Thank you for the question, too.  

We agree that any policies to make it easier to access HSAs would be positive.  

One additional item that I would mention, too, is looking at greater benefit 
design flexibility to make HSAs an even more attractive option to a broader 
group of individuals.  

Today in America about 60 percent of individuals have a chronic condition of 
some form or another, and the limitations on how HSA dollars can be used, for 



example, for certain types of high-value treatments are limited, and you have to 
go all the way through your deductible.  

So policies that would allow individuals to get access to some pre-deductible 
coverage for high-value services for chronic conditions we also think would be 
a positive thing.  

Mr. Marchant.  Ms. Dietel.  

Ms. Dietel.  Yes, sir.  Thank you also for the question.  

I think that I would agree strongly with Mr. Eyles' comment that I think some 
of the waning high-deductible health plan enrollment that you have seen is 
because employers are needing to be more concerted efforts with regard to 
chronic care, chronic illness, and value-based design.  

And so in some cases they are providing a high-deductible health plan, but it is 
not HSA qualified because it has some of these other limitations.  So certainly 
expanding access and flexibility for employers in their design of those plans to 
make them HSA qualified as well would be helpful.  

Mr. Marchant.  Ms. Glied.  

Ms. Glied.  I don't think HSAs are going to be the solution to the problems that 
face the people in your district.  I think that what you really want to do is 
encourage those high-deductible plans to lower their deductibles or to provide 
exactly the kinds of access to chronic disease services that we would like to 
see.  

I think plugging that through an HSA and expecting somebody to have the 
savings account on the side in order to pay for their chronic disease prevention 
is not the way to solve this problem and moving in that direction isn't going to 
help your constituents.  

Mr. Marchant.  So you would rather have them have a more expensive plan?  

Ms. Glied.  The cost of the plan will be a function of what people use.  Whether 
they use it out of their HSA, whether they are using more services or not is the 
key point here, not whether they are paying for it out of their HSA or not.  

Mr. Marchant.  I doubt that anyone in my district would agree with that.  



Thank you.  

Chairman Roskam.  Mr. Higgins.  

Mr. Higgins.  Thank you, Mr. Chairman.  

And thank you for being here.  

You know, the health savings accounts are helpful in terms of tax treatment, 
but really does very little to address the underlying problem, which is the rising 
cost of healthcare and the poor quality.  

I have a very simple premise.  I think the private insurance companies, their 
business model is to screw people.  They jack up their premiums, they jack up 
deductibles, they reduce payouts, and they increase premiums.  

I think, like anything else in life, particularly with healthcare and in 
negotiation, it is all about leverage.  And I think the Federal Government fails 
to use the significant leverage that it has under its health insurance programs.  

Prescription drugs, the Department of Defense, the Veterans Administration, 
Medicaid, they negotiate volume discounts, and according to the 
Commonwealth Fund, they achieve 25 percent savings every year.  That is 
wisely, smartly using the leverage that you have.  

Under the Medicare program there are 57 million beneficiaries.  From 2010 to 
2016 the price per patient, per enrollee cost increased about 1.3 percent as 
compared during the same period for private insurance 3.5 percent.  

So I think the Federal Government needs to do a much better job using its 
leverage to drive down the cost of healthcare and drive up the quality.  

I am particularly concerned about the population between the ages of 50 and 
64.  They get hammered in terms of health insurance premiums on the 
exchanges.  They are to this century what the traditional Medicare population 
was to the 20th century, and that is that insurance companies have every 
opportunity to provide good insurance products for that segment of the 
population and didn't want to because it wasn't profitable for them to provide 
insurance that was affordable and good for people that are older and 
statistically sicker.  



So now it is 50 to 64 that gets hammered.  We have an obligation to try to help 
them.  

So, Dr. Glied, I would ask you, I have a bill that would simply allow those 
between the ages of 50 and 64-1/2 to buy in at their own cost into the Medicare 
program, which is the insurance.  Medicare is fully compliant with the essential 
benefits of the Affordable Care Act.  

Why, as a healthcare economist, why in God's name wouldn't the Federal 
Government use its leverage to provide, first of all, relief to this segment of the 
population, of which there are 60 million people?  If you divide that by the 
number of congressional districts, that comes up to 138,000 people per 
district -- and that segment of the population votes.  

So why aren't we using that leverage to provide at the very least relief to a 
population, 50 to 64-1/2, that is getting clobbered?  

Ms. Glied.  Thank you.  Thank you for the question.  

I commend you for paying attention to this population.  I think it is a population 
that really needs the Federal Government to be thinking through what are the 
best ways to address it, and public options might be one of the things that 
should be on the table for that population.  

I think we need to work through the benefits and the costs of a variety of 
different strategies to address that group, making sure that we maintain the 
viability of the Medicare program and trying to really figure out what is going 
to work best, both for that population and I think also for people with lower 
incomes that are at ages below that.  

But I think really thinking about the Federal Government's power to establish 
prices and to affect prices in the marketplace, not only the exchange 
marketplaces but in the healthcare system throughout, I think is really an 
important direction for policy to take.  

Mr. Higgins.  And, Doctor, I would say this, that the second beneficial effect to 
allowing people to buy into the Medicare program, it would allow private 
insurance companies to compete for that more desirable, because of less 
utilization, that 27 to 50 population, which you would have better products that 
would promote things like healthy lifestyles and prevention, thus creating a 
healthier future Medicare population.  



I mean, look, this is not ideological; it is arithmetical.  And I think we have to 
take a commonsense approach when it comes to healthcare because the center 
will not hold.  We cannot sustain 7 to 8 percent annual growth over the next 
10 years.  

Thanks very much.  Yield back.  

Chairman Roskam.  Mrs. Black.  

Mrs. Black.  Thank you, Mr. Chairman.  And I want to thank you for bringing 
the panel here today to talk about something that we don't talk about often 
enough, and that is some ideas outside of what the traditional ideas are.  

So for 8 years now, everywhere I go in my district, people will tell me stories 
about how ObamaCare's heavy hand has cost them money and has hurt their 
healthcare.  

And in Tennessee, we see the collapse of ObamaCare is really having some 
dire circumstances for our citizens.  We see massive premium increases that are 
making health insurance unaffordable for more and more Tennesseeans.  And 
we also see that the rising deductibles are really hurting them and making it 
even harder for them to get the services when they do pay the high premiums.  

I think that we can't continue to do nothing.  We have got to look outside of the 
box and look to some things that maybe haven't been quite as public as some of 
the other products that are out there.  

So we have to continue to work to empower individual families and allow them 
to make those decisions for themselves based on what best fits their needs, 
what best fits their wants, and what also best fits their pocketbook or their 
budget.  

Now, as a nurse for more than 45 years, I know that a central challenge of 
reforming the healthcare system is finding policy solutions to lower the cost of 
healthcare, while also increasing access to healthcare.  I think that is part of 
what this discussion is about today, and I thank you for being here. 

So while we work toward a permanent solution to bring relief to the American 
people, these healthcare savings accounts do empower individuals to be able to 
invest and use their healthcare dollars however they best see fit.  



By expanding these HSAs to cover certain low-cost, high-value services like 
chronic care services below the deductible, not only can we help those with 
chronic conditions better manage their care, but we can also save the healthcare 
system billions of dollars through better medication adherence.  

The Chronic Disease Management Act of 2018 that I have sponsored with my 
colleague on the other side of the aisle, Mr. Blumenauer, is a simple bipartisan 
measure that we introduced.  

Mr. Eyles, I want to start with you.  You mentioned in your testimony that 
covering high-value services can help reduce long-term costs.  Can you expand 
on some of the benefits of allowing that first dollar of coverage for chronic 
care, both for patients and for the healthcare system overall?  

Mr. Eyles.  Sure.  Thank you for the question, Congresswoman.  And we 
support your legislation.  We think it is an important step to improve HSAs to 
make chronic conditions eligible for pre-deductible services.  

And as I mentioned, with 60 percent of Americans having at least one chronic 
condition, over 40 percent have two or more, ways that we can provide some 
more flexibility to provide access to high-value services, I think one of the best 
examples, whether it be in the area of diabetes or cardiovascular disease 
conditions, to be able to provide treatments pre-deductible can have the effect 
of keeping people healthier longer, preventing them from using much more 
expensive specialty services, hopefully keep them out of the hospital.  

Better management, for example, of blood glucose levels over time could 
definitely lead to better outcomes for patients with diabetes and making the 
healthcare system more efficient and keeping them out of higher-cost areas.  

So we are very supportive of trying to provide access to those types of services 
that are proven to work, that have strong evidence, that we know really do have 
an impact on the lives of patients and the overall healthcare system and costs.  

Mrs. Black.  Well, I thank you for that.  

I can tell you, as a visiting nurse, that when I would go see my patients and 
they had diabetes, I would take their blood sugar and we would see that it 
would be elevated, and I would say, "Are you using your medication?" 

They would say, "Well, I am just using half of it because I don't have a whole 
lot of it left.  So I am saving some for tomorrow or the next day."  



I would say, "It doesn't exactly work that way."  

But I appreciate your comments and appreciate the fact that you do support our 
measure.  

Thank you.  And I yield back. 

Chairman Roskam.  Ms. Chu.  

Ms. Chu.  Dr. Glied, I would like to ask you about the HSAs as it pertains to 
women.  

In your written testimony, you mentioned that one concern with the 
high-deductible health plans and HSAs is that, in practice, these plans haven't 
reduced the burden of out-of-pocket costs for consumers.  Although the lower 
premiums can make insurance seem more affordable, these plans rely on 
consumers' ability to plan for medical emergencies, which often can't be 
predicted.  

So then, let's talk about women and pregnancy and their out-of-pocket 
costs.  Because 9-months pregnancies often span 2 plan years, women would 
have to hit their plan's deductibles twice within the course of a single 
pregnancy.  And if a women has one these plans when she gives birth, she 
could, depending on the complications, face over $20,000 in out-of-pocket 
costs under high-deductible health plans.  

Even if a family has dutifully been saving for the arrival of a new child, 
medical complications can put the child's birth well outside the scope of the 
family's savings.  

Another unforeseen cost that often shocks new mothers occurs when the 
mother receives care from an anesthesiologist who is out of the plan's network 
during delivery.  

The mother, of course, most often has no control over which anesthesiologist is 
available to care for her.  It is unreasonable to assume that she would be 
shopping for an anesthesiologist while she is in the delivery room giving 
birth.  And even if the hospital and OB/GYN are in network, the 
anesthesiologist might not be.  

While being served by an out-of-network doctor is a pervasive issue amongst 
many types of plans, it is particularly impactful to those who have 



high-deductible plans because they are charged with higher out-of-pocket costs 
than those with other health plans. 

So can you discuss how these high-deductible health plans shifts the costs to a 
consumer, especially in the case of an unexpected medical cost, like a 
complicated pregnancy?  

Ms. Glied.  Thank you very much.  

I think that is exactly the problem with high-deductible health plans, which is 
that, even if we exempt various services at the bottom end, people who actually 
have something wrong with them or really need costly services, like pregnant 
women, are going to be the ones who wind up paying a lot of money out of 
pocket. 

And very, very few people have enough money in their health savings 
accounts, and virtually no middle-income people have enough money in their 
health savings accounts, to pay those deductibles for an expense like 
pregnancy.  That is just not a realistic expectation.  

The second point you made, about seeing an out-of-network anesthesiologist, 
points to the big problem with thinking about using transparency tools and 
quality tools of the type that we are offering to get people to shop.  

There is a real limit to how much shopping we can plausibly expect happens in 
the healthcare system.  When you are lying on that table, you are not checking 
your phone to see which anesthesiologist is in network.  And that is just not a 
good way to build a healthcare system.  

Ms. Chu.  In fact, given the fact that half of all births in the U.S. are unplanned, 
it seems to me that these consumer-directed health plans would leave a number 
of families behind when it comes to the birth of a child.  

So, Dr. Glied, would you say that these types of health plans are adequate 
substitutes for comprehensive health coverage? 

Ms. Glied.  Absolutely not.  And there is no evidence at all that providing an 
HSA on top of a high-deductible health plan undoes that difference.  In fact, 
that is the whole point of a high-deductible health plan. 

Ms. Chu.  And let me ask about prescription drugs, because right now $1 out of 
every $6 spent on healthcare in this country is spent on prescription drugs.  But 



a recent study by the Pharmacy Benefit Consultants found that over the past 
14 months 20 prescription drugs have been seeing price increases of over 
200 percent.  

So do these plans do anything to address the skyrocketing underlying price of 
these drugs?  

Ms. Glied.  I don't think there is any evidence to suggest that they do any more 
than any other plans do to reduce the price of those drugs.  The only thing that 
they really do is shift more of that cost onto the patients who need the drugs. 

Ms. Chu.  Thank you.  I yield back. 

Chairman Roskam.  Mr. Paulsen. 

Mr. Paulsen.  Thank you, Mr. Chairman, and for holding the hearing.  There 
actually has been some really instructive testimonies today.  

Look, I mean we already know that healthcare savings accounts are becoming 
more and more popular.  At least 22 million Americans are using these 
HSAs.  A lot of Minnesotans are actually using healthcare savings 
accounts.  The average income level of the folks that are using them is less than 
$60,000.  These are middle-income folks, average middle class Americans that 
are actually interested in making sure they are using their own healthcare 
dollars for their own healthcare needs.  

You talked a little bit about some of the incentives that are needed.  Some of us 
have legislation that actually have more incentives to use HSAs, and that gives 
some more flexibility to patients, removing limitations for those who may have 
chronic conditions.  

I want to ask one other question regarding this concept of direct primary care 
that has become more and more popular that I am hearing from primary 
physicians, family physicians, and actually now a lot of employers whose 
employees are using this model, where they do a monthly or a quarterly 
subscription with a primary physician.  

They have that doctor-patient relationship where they can see them as often as 
they want and really have that close connectivity, which has been lost, 
unfortunately, in a lot of reforms in healthcare recently.  



So Representative Blumenauer and I have introduced bipartisan legislation 
together, which allows an HSA to reimburse or to cover that expense for direct 
primary care.  

Mr. Ramthun, I am wondering if you can just talk a little bit about what is it 
that makes these direct primary care arrangements more and more popular 
among individuals and employers and unions, for that matter?  And why should 
HSAs be a component of that?  Can you elaborate on that?  

Mr. Ramthun.  Thank you, Congressman Paulsen.  

I think people are looking for, for lack of a better term, a medical home, a 
relationship with a physician which seems to be increasingly challenged these 
days.  

Many physicians are retiring.  We have seen many urgent and retail clinics pop 
up in their place where it is convenient to get healthcare.  It may even be more 
cost effective.  But our primary care physician has retired and we are looking 
for somebody else.  

So I think we need to recognize that these relationships are changing between 
patients and their physicians, and not everybody pays on a fee-for-service basis 
anymore.  

So HSAs are not currently flexible enough to allow those types of relationships 
to be paid from an HSA.  And in fact we believe that the coverage, if you will, 
that relationship between the doctor and the patient, actually cancels their HSA 
eligibility even when they are enrolled in the right type of health insurance 
plan.  

So your bill addresses that and would go a long way to helping those people 
out. 

Mr. Paulsen.  Mr. Eyles, maybe you can explain this.  Would some of your 
members see this as a similar flexible arrangement that would serve a need in 
the population similar to chronic care?  

Mr. Eyles.  I think many of our members have been very focused on ways to 
enhance access to primary care.  

I think the benefits of having a relationship with a primary care provider are 
very well known.  And trying to make sure that that relationship is close so that 



there can be care coordination, so that there can be ongoing treatment I think is 
a very positive step.  

We want to make sure that that relationship, that there aren't barriers to having 
good relationships with primary care physicians.  And so things that support 
primary care relationships to make sure that people get access to lower-cost 
care, to get continuity of care, are generally viewed as positive things. 

Mr. Paulsen.  Yeah, thank you.  

And, Mr. Ramthun, you can offer a quick comment.  But I think as we have had 
this discussion here, as we have had over the years, of course, there are a lot of 
reasons why healthcare costs are high and they have been a challenge for 
families and individuals and small businesses.  

But one of the biggest contributing factors is that consumers tend to be 
disconnected from their healthcare spending.  There is usually an insurer that is 
acting as that middle person between the patient and often the cost of the 
service, and figuring how much something actually costs can be a challenge in 
healthcare.  

Would you agree or disagree that HSAs are actually a good tool to help reduce 
costs in our current system right now?  

Mr. Ramthun.  I believe they are a good tool, even though others may disagree.  

I certainly pay a lot more attention to what things cost.  Sometimes I don't 
know that in advance and I find out after the fact and I have wished I had 
known and was able to ask other questions like, do I even need that?  Because I 
might have decided differently.  

I do think that we have a long way to go in our healthcare system as to making 
consumers aware of those differences, the quality that sometimes is inversely 
related to the cost of the care.  So we are making headway. 

But everybody has these challenges.  It is not something that is unique to HSA 
qualified plans.  Those individuals are most financially impacted by doing so, 
though.  

Mr. Paulsen.  Mr. Chairman, I think that in having this hearing today, there is a 
recognition that there is not some silver bullet magic answer to solve all these 



challenges, but this is clearly a piece of the puzzle that can make a big 
difference for consumers.  

And I yield back. 

Chairman Roskam.  Thank you.  

Mr. Kelly. 

Mr. Kelly.  Thank you, Mr. Chairman.  

Thank you all for being here.  

First of all, I just want to approach this from a little different place because I 
actually own a business. I am an automobile dealer, and we do buy health 
insurance for the people that we work with: our associates.  

So I think sometimes you can debate this stuff, you can keep talking about it, 
but unless you are actually on the field doing it, it is a little bit different, 
because people have these ideas.  I read a study that says this doesn't work.  

So I do know that for people who own their own businesses and want to take 
care of the people they work with every day, the way we have to go is to come 
up with mutual success.  

Mr. Blumenauer, I didn't realize you are on all these bills.  You are a 
champion.  I knew that already.  

But Earl and I have a bill called the Bipartisan HSA Improvement Act that 
reduces barriers, expands access, and makes healthcare more affordable.  This 
commonsense bill has already been endorsed by 60 organizations.  

I want to go with it not from the notes that I have here, because I have been 
listening to everybody and I get it.  But I want some of you to weigh in on 
something right now.  

It is my belief, and some of you are in my age group, but there used to be an 
advertisement on TV for Fram oil filters.  Do you remember the guy holding 
the filter?  And he would say, "You can pay me now or you can pay me 
later."  He meant, if you change the oil in your car or your truck and you 
change the filter, that truck or car is going to run a lot better and a lot more 
economical.  



I think it is the same thing with people.  I wonder all the time as we look at 
what is happening as a society, preventative maintenance is probably the cure 
or one of the cures to making sure we have more healthy communities and a 
population.  

So I look at this, and I just am trying to figure it out, if you can all weigh in on 
this.  I think HSAs are the way to go.  I think that when you allow people to do 
what they want to do with their own money and make it available to them to do 
something ahead of them time with pre-tax money, they are going to make 
decisions that make sense for them.  

And people who say they don't really look at it that way, I would just say that 
you have got to come home with me and look at the 56 people that work at our 
dealership right now.  They make really smart decisions, especially when it is 
their money.  

So I think the HSAs, while not the cure-all, and I know it is not, but we also 
have a piece for the healthcare sharing ministries, where faith-based people 
who really believe that helping each other kind of goes back to the basics of 
who we are.  

But if you can each weigh in a little bit on this idea that if we are going to look 
at this, because a lot of people right now, I have got to tell you, we have paid 
almost $600,000 this year for our insurance for 56 of the 127 people that we 
work with every day.  

Now, they have an insurance card, but they have very little coverage, and that 
is because in order to keep it at 600,000 grand, we had to do things with 
deductibles and copays.  

Now, we are trying to come up with a way to help them.  How do we help them 
with their copays?  How do we help them with their deductibles?  How do we 
do that?  HSAs are a way to do that with those pre-tax dollars.  

But I want to get to wellness programs and, in addition, exercise.  We need to 
start looking at nutrition, too, because part of wellness is eating right to begin 
with.  So each of you can weigh in.  

How could that fit in with the HSAs, and allowing people to make 
commonsense decisions for their own health every day and for their families, 
which I believe mothers and fathers do.  Just give us a little bit of a flavor of 



that, because I know it is not the cure-all for everything, but it has got to be 
incredibly important.  This preventative maintenance is incredibly important.  

Mr. Ramthun.  Well, I will start.  Thank you for the question.  

I believe employers are starting to recognize that, that we need to look at 
employees' health more holistically.  And so some of them are using 
incentive-based programs -- some are tied to HSAs, some are not -- to 
encourage their employees to lead healthier lifestyles so that these costs are 
reduced down the long-term.  

I think Ms. Dietel and Mr. Eyles can talk about some of these specific programs 
that they are aware of where employers have done just that. 

Mr. Kelly.  Okay.  

Mr. Eyles.  So thank you for the question.  And we, too, have supported your 
legislation.  We signed on to a letter that recommends that this bill be enacted 
because it is a very positive step.  

We agree that providing more access to preventive care and treatment and 
services, whether it be through innovative wellness programs, through 
telemedicine, and being able to provide access to lower-cost care that is more 
convenient, to your point, that gets to the right care at the right time, especially 
when it is done earlier, can offset the need for much more expensive treatments 
and services down the road.  And we are very supportive of those efforts.  

Ms. Dietel.  Yes, Congressman.  Thank you for the question.  

It is important to recognize that the Affordable Care Act for both 
high-deductible health plans and other coverage requires first-dollar preventive 
services.  So I think that the issue is really for better communication to 
participants that they have access to these services already.  I think that is one 
critical component, at least in working with our clients, that we help them 
communicate more effectively their plans.  

But I think also, to my colleagues' points here, employers are trying all sorts of 
innovative things.  As we have discussed, value-based design.  They want to 
help people with chronic conditions be healthier.  They want to provide 
wellness incentives.  



And, again, I think this is communicating.  And sometimes, unfortunately, the 
people who are going to commit to wellness efforts are people that already go 
to the gym and already eat right and those kinds of things. 

Mr. Kelly.  Right, right.  So we have got to get more people on board. 

Ms. Dietel.  It is helping those that need those chronic illnesses move --  

Mr. Kelly.  Just one more thing.  I know my time is up.  But honestly, we 
always talk about the cost of doing this and how it is going to affect our tax 
revenue.  I would like somebody to do a study on the cost of not doing it and 
what we are doing to our total population.  

Long-range, you can pay me now or pay me later, I think we are reaching a 
point right now where there is no such thing.  The dollar amount is so crazy, 
that if we don't get people healthier earlier on, we have great problems.  

So thank you all for being here.  

Mr. Chairman, thank you for allowing me to go over.  

And Earl, thanks for being on everything. 

Chairman Roskam.  Mr. Blumenauer. 

Mr. Blumenauer.  Thank you, Mr. Kelly.  

Well, I do think that we have mechanisms now with health savings accounts 
that have been embraced by a variety of people for a variety of reasons.  

I appreciate some of the cautionary notes about how are we getting the 
maximum impact for healthcare with them.  And I think those are valid.  And I 
think we ought not to just rush in to wildly increased limits and not look at the 
consequences.  

I think program design is very, very important.  And I think there is common 
ground here.  We can do things.  And Mrs. Black and I have been harassing 
people about this for a number of years, and with good research out of 
Michigan, that that makes sense.  

One other item that I have been working with Mr. Paulsen on deals with the 
arbitrary definition of direct primary care that it somehow is a whole new 



health plan, and some people have taken advantage.  Dismissively, it is called 
concierge service.  

But I have had interesting experience with a physician who simply doesn't take 
insurance, but he is able to provide very intense personal attention because he is 
not dealing with all the overhead and whatnot.  It is not for everybody, but it 
has an important role.  But it was interesting to me to find out that that doesn't 
qualify for participation in a program.  

Beyond that I was -- I can take that, life goes on -- but to find out that they 
couldn't undertake the direct primary care for employers who for a nominal 
sum, $50, $100 a year, something like that, be able to provide that personal 
connection, and that it would be deemed somehow it was a different healthcare 
program, and they were denied.  

And so I think this would have nominal impact on the overall cost, but it would 
have significant impact in terms of being able to use an innovative approach 
that I have no doubt in my mind would reduce overall healthcare expenses and 
improve outcomes for patients and doctors who are on the assembly line.  

Every 11 minutes there is a new patient coming in, and there is so much churn, 
inefficiency, it is not the best care, it is hard on patients, but it complies with 
rules of the road.  

So I would respectfully suggest that we ought to move forward with a package 
of some of these things that are not controversial, that don't depend on whether 
or not we are going to have the Affordable Care Act, we don't have to blow up 
ObamaCare to be able to move forward with these, and we don't have to open 
the floodgates to more and more benefits for people who may not need it.  

But more to the point, it wouldn't be the most efficient way of allocating scarce 
dollars, because someday we are going to get back to thinking about allocating 
scarce dollars, after we have spent trillions of dollars here at this dais in a 
matter of minutes.  This is something that can bring us together.  

I would just for the record, Mr. Chairman, I would like to submit a statement 
for one other thing that speaks to Mr. Kelly's big picture item.  And we have 
had a lot of fun talking about things like that.  

One of the big picture items that concerns me is that we have had 293 hearings 
since your team has been in charge.  We have had 5 minutes devoted to 
infrastructure finance.  And this has serious health implications for our Nation, 



having infrastructure that is falling apart as we fall behind.  It is not just traffic 
safety, it is water quality.  There are any number of areas.  Air pollution.  

And if we actually maybe spent a week or 2 listening to certified small people, 
starting with the U.S. Chamber of Commerce and the AFL-CIO and the 
Truckers Association, head of the Automobile Dealers Association, engineers, 
local government, we could talk about what would happen if our committee 
met our responsibility dealing with infrastructure finance which would have 
dramatic healthcare consequences, not just creating millions of family-wage 
jobs, but actually improving air quality, water quality, traffic safety.  It would 
make a difference for healthcare in this country.   

So I would just like to submit a statement to the record. 

Chairman Roskam.  Without objection, so ordered. 

Mr. Blumenauer.  I like this hearing.  I enjoy what we are talking about.  Hope 
we can move forward.  But I hope we can find more than 5 minutes to talk 
about a threat to our Nation's health with the decline of infrastructure.  

Thank you.  I appreciate it.  

Chairman Roskam.  Good segue way.  

Ms. Sewell.  

Ms. Sewell.  Thank you, Mr. Chairman.  

And I want to thank our witnesses today.  

I have a doctor in my State, Dr. John Waits, who runs the only rural family 
medicine residency in my State.  He grew up in a conservative household and 
interned at a think tank in 1993 where he fought Democratic healthcare reform 
efforts.  

He studied medicine, thinking he would serve as a missionary abroad, but 
instead he found himself at a hospital in a rural part of Alabama, Centreville, 
and he runs the only family medicine practice there.  

He told my office before that he realized quickly that he had a lot of patients 
who were underemployed, without a vehicle, chronically ill, or food insecure, 
and that these Americans would reap benefits if they had the money to put in 



these tax-free savings accounts.  But that money was nonexistent for lots and 
lots of these patients.  

He often says that he remembers realizing 2 weeks into his post-residency that 
he hadn't met a single patient for whom a health savings account would solve 
anything.  

Mr. Chairman, I ask for unanimous consent to submit this article in the record 
about my district and Dr. Waits.  It is called "The Health Care System is 
Leaving the Southern Black Belt Behind." 

Chairman Roskam.  Without objection, so ordered. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 





















Ms. Sewell.  I have placed this article in the record before and I will continue to 
do so because I think it is important that we address solutions acknowledging 
that healthcare is not a one-size-fits-all, but acknowledging that there are 
differences between urban areas, suburban areas, and rural areas.  

I agree with Dr. Waits, who likes HSAs, and I am not an opponent to it.  I just 
don't see it as a cure-all.  I don't even see it as helping to address the underlying 
problems, which is the escalating cost of healthcare, when so many of my 
constituents can't afford to save in their 401(k), let alone save money through 
health savings accounts.  

So in the 11 counties of my district, the average median household income is 
$28,000.  And I know that you, Ms. Dietel, talked about median income being 
around $58,000.  Well, my district is way below that.  

And here is the rub.  I am a proud product of my district.  I am a product of my 
district that through education had other opportunities, and I had a chance to 
work in a really great law firm that offered me a health savings account, which 
I did participate in.  

But the reality is that the majority of folks that I represent in my district can't 
make that same choice.  And in fact, I get a little upset when I think that people 
view folks that I represent as not being personally responsible for their 
healthcare because they can't afford to save in these health savings accounts.  

It is just the flip of that, frankly.  These are people who are struggling every day 
to put food on the table for their children, to provide better opportunities for 
their children, who want preventive medicine, who want better access to 
healthcare.  So many of them don't even have transportation to the nearest 
healthcare provider.  

And I would agree with my colleague, Earl Blumenauer, that we do need to talk 
about infrastructure financing, because telehealth can't come to parts of my 
district in rural Alabama because we don't have broadband.  

So there are real issues about healthcare that we in this committee 
address.  And in fact I am on the bill that Mr. Kelly and Mr. Blumenauer, the 
bipartisan bill about improving HSAs, the health savings accounts.  So to the 
extent that we are going to have them, I do believe we need to have reform.  

I guess my question is to you, Ms. Glied.  I want to make sure that we are 
addressing the real problem, which is access to healthcare, the rising cost of 



healthcare, and making sure that we in America, the land of the plenty, actually 
do have healthcare that can reach every part of America irrespective of one's 
ability to pay. 

Ms. Glied.  I couldn't agree with you more.  I think your point is exactly 
correct.  We need to think about how to direct our tax dollars to the people who 
are going to need that the most.  

As we think about reforming HSAs, I think what that should help us to think 
about is, as Representative Blumenauer pointed out, making the design of these 
changes as targeted as possible to exactly the problems we think that we need 
to address.  So, for example, perhaps chronic disease management.  

But opening them up a lot just means sending a lot of tax dollars to people who 
really don't have these problems, and that means tax dollars that are not 
available to provide care to people who do. 

Ms. Sewell.  Yeah.  And, listen, I would love if you, Ms. Dietel, would work 
with my staff to figure out the statistics in my district in terms of median 
income and their ability to use HSAs.  

Like I said, I am not against that.  I just think that at the end of the day, there 
are whole host of reasons that go into the rising cost of healthcare.  And I don't 
think that health savings accounts actually gets to the problem really, which is 
access to healthcare and the cost of healthcare for folks that I represent.  

Will you commit to helping my -- 

Ms. Dietel.  Absolutely.  In fact, we had a meeting with your staff yesterday.  

Ms. Sewell.  I know.  But I think your numbers are contradictory to what -- 

Ms. Dietel.  And we are going to follow up with your specific information.  We 
discussed ways to expand it.  For example, Healthy Indiana would be a great 
solution for your district as well. 

Ms. Sewell.  Okay.  Thank you.  

Chairman Roskam.  Thank you.  

Look, on behalf of the subcommittee, thank you for your testimony today.  Just 
to put this in a little bit of a context for you as witnesses, this subcommittee has 



taken on a task of inquiring of healthcare providers on a bipartisan basis on 
what are the regulations that don't make any sense and what makes things more 
expensive for you to deliver healthcare?  

And we have done a series of roundtable discussions.  We have gotten 500 
submissions from healthcare providers.  And it has been a fascinating 
discussion.  It is one that has sort of transcended some of the normal political 
dialogue on healthcare.  So it is not as if we are only evaluating HSAs as a 
remedy here, but there is very much a tapestry that we are trying to put 
together.  

So I just have a number of questions in closing.  

Dr. Glied, I am getting a mixed message from you.  So on the one hand, you 
have been harshly critical of HSAs.  And on the other hand, you are a little bit 
complimentary of them.  Is the system better off without HSAs, in your 
view?  Or what is the role?  

Ms. Glied.  The question is not whether the system is better off.  On the whole, 
HSAs are going to make the healthcare system spend a little bit more money 
than it would if there were high-deductible plans without HSAs.  And a concern 
is that making HSAs more available actually just increases the enthusiasm for 
high-deductible plans, which I think are bad for a lot of people.  

The challenge is not about HSAs, though.  The challenge is really whether we 
want to give tax breaks to HSAs.  That is really the question.  People could 
have HSAs anyway.  They can on their own open savings account. 

Chairman Roskam.  Right.  For sure.  Okay.  

Ms. Glied.  The question is, where should the tax money go?  

Chairman Roskam.  Right.  Okay.  I got it.  That is clear to me.  

So the enthusiasm for high-deductible plans, Mr. Eyles, doesn't come in a 
vacuum.  It is not as if people just say, "Oh, I want to spend more money on the 
front end."  What is the benefit of this?  So in other words, the context is a 
lower premium, right?  

Mr. Eyles.  Oh, absolutely.  I mean, it is all about tradeoffs.  We can either have 
lower premiums and maybe have a consumer-directed health plan with an HSA 
attached to it, or we could have plans that are much more expensive that might 



cover more, as Mr. Ramthun was talking about, a higher actuarial value.  It is 
all about tradeoffs.  

And what we are supportive of is making sure that people have access to some 
of these tax-deferred mechanisms to offset the impact of some of the 
deductibles that perhaps they are facing and do it in a way that also provides 
greater flexibility, greater choice, greater convenience for consumers who want 
to spend their own healthcare dollars. 

Chairman Roskam.  So it is connected to a benefit.  It is a level of discipline 
and so forth that yields a benefit in terms of a lower premium?  

Mr. Eyles.  That is right.  I mean, as we have look at the premiums for a typical 
HSA plan or eligible plan versus, say, a traditional PPO, it is probably about 10 
to 15 percent less being in an HSA plan.  

And we are talking about in the individual market or in the small group market, 
there is one common risk pool, at least in terms of how ratings get set, but these 
plans can be less expensive and they also provide benefits to consumers who 
can use those dollars. 

Chairman Roskam.  I understand.  

Mr. Ramthun, in your opening testimony and your statement, you spoke about 
actuarial value.  Can you, first of all, describe what that is?  And then that 
80 percent figure, did you pull that out of the air?  

But first of all, describe what it is that you are proposing.  

Mr. Ramthun.  So if you think of actuarial value as an overall measure, like the 
metal tiers in the Affordable Care Act offer -- 

Chairman Roskam.  The value of a policy. 

Mr. Ramthun.  Value of the policy.  How rich of benefit coverage is 
there?  Does it pay 70 percent of the cost on average, 80 percent, 
60 percent?  We know those as Bronze, Silver and Gold Plans today.  

What it avoids is some of the details of these plan design features and saying it 
must look like this, it must look like that in order to qualify, which is what we 
have today.  



So the design gives you more flexibility for plans to address all of the concerns 
that have been raised here at the committee level and do it in a way where the 
choice can be made by the consumer, "Do I want to be in that plan or do I want 
a different flavor of that?" 

I don't think we want to make necessarily every plan, a plan that covers 
100 percent of your costs, should those people have HSAs too?  Probably 
not.  They are not available to those individuals in the marketplace 
today.  Probably not the best place for us to start.  But this could go a long way 
to freeing up some of the challenges that everybody has mentioned today, more 
on a laundry list of challenges. 

Chairman Roskam.  It is sort of interesting because there is a theme that is 
consistent with this regulatory relief project, and the theme is this:  When you 
pose the question on regulatory relief, you invite a different discussion.  The 
new discussion is that one person's burdensome regulation is another person's 
patient protection.  

That is a rational discussion.  We can navigate through that based on good 
science and good data and so forth.  And what you are suggesting here is you 
can dial these attributes up, and you can dial them back.  

But to observe HSAs in a vacuum, only in the context of high-deductible, is to 
not recognize the benefit of a lower premium and what a lower premium means 
to families across the spectrum.  

Okay, Ms. Dietel, I have a question for you.  Listening to Dr. Glied, my 
interpretation of her criticism was this really benefits people that don't need a 
benefit.  This benefits wealthier people.  And yet, you are communicating 
$56,100 income level.  That strikes me as modest, in the great scheme of 
things.  

Can you reconcile that?  Who is it that you are finding is using these plans and 
benefiting from these plans?  Because from my point of view, that is not uber 
wealth.  I mean, that is not even particularly affluent, $56,100.  Can you just 
walk us through that?  

Ms. Dietel.  Sure.  So we came up with the household income data by 
appending the data with geocoded data, much like mortgage lenders do.  And 
so I think it is statistically valid.  



We have actually met with the Joint Committee on Taxation, IRS, Treasury 
folks, OMB, and NEC on the same data, and I think that we are working 
hard -- and Roy and I have been on this effort, too -- to try and help understand 
the differences between IRS data and our data that is prevalent in the 
marketplace.  

I think the other thing we have seen is that as we have studied the data, 
particularly over the last 10 years with the rapid expansion of high-deductible 
health plans that are HSA qualified, I think that we have seen those average 
incomes, median household incomes come down rapidly.  

I remember first walking the Hill in 2009, and we were sitting at more like 
$88,000 for a median household income for an HSA account holder.  So I think 
that it is much more of a rank-and-file plan.  

I also think one important point to remember is that the average deductible of 
any health plan in America is higher than the statutory minimum deductible 
right now, and that is in my written testimony.  

And so high-deductible health plans have inherent problems, much of which I 
agree with Ms. Glied.  I think that health savings accounts, though, are 
important particularly since the Affordable Care Act is built on the employer 
system, 170 million Americans get their coverage through the employer 
market.  

And if on the ACA side we believe that a family of four making upwards of 
$105,000 needs premium subsidies and cost-sharing support, why would we 
remove the only safety net or the only tool that working Americans have 
through these consumer-directed benefit accounts to provide them with help for 
these out-of-pocket costs.  

Much work to do.  We will be happy to continue to help. 

Chairman Roskam.  Are you communicating some of that information to the 
Joint Committee on Taxation and so forth?  

Ms. Dietel.  Yes, sir. 

Chairman Roskam.  Because you are on the front lines.  It is no surprise to us to 
hear that the counters here.  These entities that are charged with giving us 
information are behind the curve.  I mean, they just don't have access to the 
same type of data.  



So are you sharing that information now with Joint Committee on Taxation and 
so forth?  

Ms. Dietel.  Yes, sir.  

Chairman Roskam.  Okay.  That is helpful, because I think that will help the 
debate all the way around.  

Do you have an opinion about this notion of expanding first-dollar coverage 
and its impact on premiums?  What happens if first-dollar coverage is 
expanded?  

Mr. Eyles.  

Mr. Eyles.  We haven't done specific actuarial modeling, but I think the types 
of services that we are talking about would not have a significant impact on 
premiums.  We are really talking about high value services that we think over 
time would enable people to stay healthier and probably have lower trend over 
time.  

But we are not talking about all of a sudden opening up the floodgates to all 
types of treatments and services to be covered pre-deductible.  That would have 
a significant impact on premiums.  We are talking really much more targeted 
efforts. 

Chairman Roskam.  Okay.  I think that this has been a very fruitful discussion, 
in my view.  And I am sensing some body language from my friend from 
Michigan.  

Am I sensing any body language?  

The gentleman is recognized. 

Mr. Levin.  Thanks.  I am sorry I missed most of the earlier discussion.  I was 
at the Bobby Kennedy 50-year memorial.  But in a sense I arrived, and it is 
more or less the same old debate, the same old assumptions.  And I think we 
need to talk through these assumptions.  

Mr. Kelly talks about healthcare, but it is different than any other product.  And 
the knowledge of people about healthcare is more complicated than it is buying 
lots of other things.  



I think people have to take better care of themselves.  That is very true.  But 
other countries have learned, and I think this country has learned, that 
purchasing healthcare is a much deeper challenge and the ability to be 
knowledgeable is more difficult.  And we have worked hard to get prevention 
into healthcare, sometimes over the opposition of people on the other side.  

When you eliminate the original mandate and you have HSAs more and more 
prevalent, you are essentially going to raise the cost of insurance for everybody 
else.  The healthier people are going to buy the policies that take more risk 
because they are younger in most cases and they think it is fine.  

And we were headed more and more in that direction and we decided we 
needed to do what every other country did, and that is to really increasingly 
make insurance available.  And there have been efforts to tear it down.  And so 
far those efforts are a major cause of the increase in premiums, if not the only.  

So I want to enter into the record, if I might, two things.  First of all, my 
opening statement. 

Chairman Roskam.  Without objection. 

 

 

 

 

 

 

 

 

 

 
 











Mr. Levin.  Secondly, a document that has been prepared by the Ways and 
Means staff that shows in terms of HSAs 81 percent of the tax benefit goes to 
the top 8.7 percent of account holders.  And so when you talk about averages, it 
is important that we really look at the impact in terms of the taxation and the 
tax benefits.  

And I think the concern of most of us is not opposition to HSAs under any 
circumstance, but the essential movement towards more when steps are being 
taken to provide healthcare insurance to fewer.  That is what has happened in 
this country.  People who were covered by ACA, now it is more difficult for 
them to access it.  

So we had this remarkable increase in the percentage of people having 
healthcare insurance in this country, remarkable.  Not good enough.  But we are 
working in the opposite direction now.  

And so I think we need to have this full, forthright discussion, and essentially 
we have passed tax health legislation, and there hasn't been enough adequate 
discussion about where this country is going.  

So I want to enter this into the record. 

Chairman Roskam.  Without objection. 

 

 

 

 

 

 

 

 
 







Ms. Levin.  And I am sorry I missed earlier, but the staff will bring me up to 
date.  

And, Mr. Chairman, I think, at the very least what these hearings do indicate is 
the need to really dig more deeply.  And I just want to join 
Mr. Blumenauer.  Though you don't see, most people, the relationship between 
infrastructure and healthcare, they are somewhat interconnected.  And I just 
hope that this committee will step up to the plate when it comes to both 
healthcare reform further and infrastructure.  

With that, I yield back having 1 second left. 

Chairman Roskam.  Thank you very much.  

I think that there are many themes that bring us together.  There are differences 
that you hear among us.  I think the good news for you, Mr. Levin, is that I 
think Ms. Dietel's information is going to update the Joint Committee on 
Taxation, which is what I assume that document was built on that was just 
made part of the record.  

So the proof will either be there or it won't.  But my sense is she is the canary 
in the coal mine and I think is going to have a much better sense, 
notwithstanding the admonitions from Dr. Glied right now, but I think that is 
actually true.  

I think that there is a real opportunity for us to work together on this and the 
notion that people have just more -- you know, an insurance card -- I will go 
back to Mr. Kelly's point -- an insurance card alone does not yield 
coverage.  And I think what we are all trying to do is to get around these areas 
so that more people are more satisfied, with better coverage and more choices, 
than ever before.  

And so I know that there is a number of other folks that will have some input 
on this.  I ask unanimous consent to submit a statement for the record from the 
Alliance of Health Care Sharing Ministries.  Without objection, that is ordered. 

 

 



Chairman Roskam.  And, again, members are reminded that they have got 
2 weeks to submit written questions that can be answered later in writing.  And 
those questions and answers would be made part of the formal record.  

Again, thank you to the witnesses for your time today. 

The committee stands adjourned. 

[Whereupon, at 12:41 p.m., the subcommittee was adjourned.] 
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Thank you, Mr. Chairman, and thank you to all of you for being here this morning. 

 

Since the inception of  Flexible Spending Arrangements (FSAs) and Health Savings 

Accounts (HSAs), millions of Americans each year were using these and other similar 

tax-preferred health accounts to help reduce their annual healthcare spending. However, 

this consumer access changed with the passage of the Affordable Care Act.   

  

Consumers are now required to obtain a prescription for over-the-counter medications in 

order to be eligible for reimbursement under these accounts.  This change, which went 

into effect January 1, 2011, severely limits the ability of millions of American families to 

use funds set aside in their FSAs and HSAs to purchase over-the-counter products, such 

as those for pain management, smoking cessation, and cold and allergy medications. 

  

Over-the-counter medications are often the frontline treatment for many common 

illnesses or for maintenance of chronic diseases and should be treated as medically 

reimbursable healthcare therapies, just as prescription medications are.  A study 

conducted by Booz and Co. found that over-the-counter medicines save the U.S. 

healthcare system $102 billion every year, through cost savings associated with over-the-

counter medicines and avoided visits to the doctor.  Restricting consumers’ ability to be 

reimbursed under FSAs and other tax-preferred accounts imposes an unfair cost-increase 

on individuals and families who may already be struggling financially. That’s why I’ve 

re-introduced common-sense legislation with Mr. Kind to restore this benefit, H.R. 394 

the Restoring Access to Medication Act, and I urge my colleagues to join us in passing 

this legislation once again. 

  

According to an April 2014 study by Nielsen, 75 percent of Americans support changing 

the law to grant over-the-counter medications tax-preference once again. In fact, the 

Health Choices Coalition, representing physicians, dentists, consumers, retailers, 



manufacturers, pharmacies, pharmacists, patients, insurers, and employers large and 

small are all in support of restoration of this benefit on behalf of millions of Americans. 

  

 

1. Americans are being asked to fund more of their health care expenses through 

higher deductibles and copays, so I believe it’s more important than ever that cost-

effective over-the-counter medicines are treated the same as other eligible medical 

expenses in tax-preferred health care accounts. I don’t know why we should be 

making it harder for Americans to use their own pre-tax dollars to purchase these 

every-day health care products. So, Mr. Eyles, shouldn’t Congress be making it 

easier for people to access these safe and effective over-the-counter medicines? 

2. And on that point, as I have often said, so many Kansas communities face the 

challenges that come with accessing rural health care. Mr. Ramthun, do you 

believe that it makes good policy-sense to require patients, especially rural 

patients, to seek a doctor’s prescription in order to be able to use their tax-

advantaged accounts for medicines that are available over the counter?  

 

Thank you and I yield back. 
 

 



Statement from the Consumer Healthcare Products Association 
Committee on Ways and Means 
Hearing on Lowering Costs and Expanding Access to Health Care through Consumer-Directed 
Health Plans 
Wednesday, June 6, 2018 
 
The Consumer Healthcare Products Association (CHPA) appreciates the opportunity to provide 
the following statement regarding the Committee on Ways and Means hearing on “Lowering 
Costs and Expanding Access to Health Care through Consumer-Directed Health Plans”. 
 
Since 1881, CHPA has served as the industry association representing leading manufacturers 
and marketers of over-the-counter (OTC) medicines in the United States. CHPA member 
companies produce the vast majority of OTC medicines in our country and provide millions of 
Americans with safe, effective, and affordable therapies. The availability of self-care treatment 
options saves money, reduces burdens on the healthcare system, and keeps consumers active 
and productive. 
 
OTC and prescription medications are regulated for safety and effectiveness by the U.S. Food 
and Drug Administration (FDA). It is especially important to recognize that OTC medicines are 
often the frontline or only treatment available to some consumers for many common illnesses 
or for maintenance of chronic diseases. While not only are OTC medicines the accessible 
option for both consumers and the U.S. healthcare system, a study conducted by Booz and Co. 
found that OTC medicines save the U.S. healthcare system $102 billion every year, and for 
every dollar spent on OTC medications in the U.S., the healthcare system saves $6 to $7. 
 
However, OTC medicine eligibility in tax-preferred accounts was removed in 2011 as one of the 
first-implemented provisions of the Affordable Care Act (ACA). 
 
Restricting consumers’ ability to utilize their own FSAs and HSAs and other tax-preferred 
accounts imposes an unfair cost increase on individuals and families at a time when many are 
struggling financially. 
 
Americans are being asked to fund more of their healthcare expenses through higher 
deductibles and copays, so it’s more important than ever that cost-effective OTC medicines are 
treated the same as other eligible medical expenses in tax-preferred healthcare accounts. 
Restoring OTC eligibility under FSAs and HSAs will help the more than 50 million consumers 
who use these accounts and who are looking to take greater ownership of their own health 
through responsible self-care. 
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Further, this provision contradicts the intent of healthcare reform by increasing expenditures in 
the healthcare system such as increased physician visits to obtain a prescription for OTC 
medications. It imposes a medically unnecessary tax and treatment burden on patients, 
encumbers overworked physicians with unnecessary office visits, all without advancing the 
quality of healthcare overall. According to a study conducted by the American Osteopathic 
Association, 65 percent of osteopathic physicians surveyed have been asked by their patients to 
write prescriptions for OTCs, while 95 percent of osteopaths surveyed believe those patients 
could have self-treated successfully. 



CHPA has been leading a broad national coalition – the Health Choices Coalition (HCC) – 
advocating for restoration of this important consumer benefit. The HCC includes consumer 
advocates, policymakers, physicians, dentists, retailers, pharmacies, pharmacists, insurers, drug 
manufacturers, and various employers. 
 
This Congress, bipartisan, bicameral legislation that would restore the ability of consumers to 
use their tax-preferred FSAs and HSAs to purchase OTC medicines has been introduced. The 
legislation, “Restoring Access to Medication Act (RAMA) of 2017” (H.R. 394 and S. 85), was 
introduced in the Senate by Senators Pat Roberts (R-Kan.) and Heidi Heitkamp (D-N.D.), and in 
the U.S. House by Representatives Lynn Jenkins (R-Kan.) and Ron Kind (D-Wis.). 
 
This comes on the heels of a vote in the previous Congress, that restored this benefit, enabling 
Americans to utilize these tax-favored health accounts to purchase over-the-counter 
medications, which passed the House of Representatives by a vote of 243-164. 
 
CHPA appreciates the opportunity to share our views on this important matter and looks 
forward to continuing to work with the Committee and with the Congress to restore this 
benefit on behalf of the millions of Americans who rely on OTC medicines for everyday 
ailments. 
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Statement 

of the 

American Hospital Association 

before the 

Committee on Ways and Means 

of the 

U.S. House of Representatives 

 
“Hearing on Lowering Costs and Expanding Access to Health Care through Consumer-

Directed Health Plans” 
 

June 6, 2018 
 
On behalf of our nearly 5,000 member hospitals, health systems and other health care 
organizations (approximately 100 of which sponsor health plans), and 43,000 individual 
members, the American Hospital Association (AHA) appreciates the opportunity to submit for 
the record our comments on consumer-directed health plans and their relationship to lowering 
costs and expanding access to care for patients.  
 
Health care affordability is a significant challenge for many individuals and families, and we 
appreciate policymakers’ exploration of potential solutions to address this issue. This hearing 
will consider whether consumer-directed health plans can be a part of the solution. The AHA 
defines consumer-directed health plans as those plans that pair a health savings account (HSA, 
usually tax-advantaged) with a high-deductible health plan (HDHP). Patients use funds from the 
HSA to pay for most services until a minimum deductible has been reached; the HDHP covers 
some limited preventive care, as well as catastrophic costs. These plans generally offer lower 
premiums than more conventional insurance products and, therefore, may appeal to more cost-
conscious consumers or those who expect to have fewer health care needs. 
 
Consumer-directed health plans may be an appropriate form of coverage for some individuals, 
including those who have high health care literacy and sufficient means to fund their HSAs or 
otherwise cover higher upfront costs. However, the AHA is concerned about the ability of these 
plans to lower costs and expand access to care for individuals who may not be aware of the 
limitations of such coverage and who do not have the means to fund their HSAs or otherwise pay 
for initial care out of pocket.  
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Hospitals and health systems report that increased enrollment in HDHPs over the past several 
years has reduced access to care and subjected patients to costs they cannot afford. In addition, 
patients enrolled in HDHPs appear to delay care until they have reached their deductible or are in 
an emergency situation, which could lead to poorer health outcomes. 
 
While we recognize that these types of health plans are intended to promote consumer 
engagement in their health, we are concerned that the evidence does not currently support this 
assertion. Hospitals and health systems report that many patients in HDHPs do not understand 
their coverage. Instead of being active purchasers, patients are often surprised to learn what their 
health plan does and does not cover when they are at the point of care, and this information may 
not contribute to shopping for the best value but rather to opting not to pursue care at all.  
 
The impacts identified above may vary if an entity besides the patient, such as an employer, 
funds the HSA. However, employer funding of HSAs is on the decline, and this is not an option 
for the millions of consumers who rely on the individual market. According to United Benefit 
Advisors, “The average employer contribution to an HSA is $474 for a single employee (down 
3.5 percent from 2015 and 17.6 percent from five years ago) and $801 for a family (down 9.2 
percent from last year and 13.7 percent from five years ago).”1 These figures account for 
approximately a third of what the minimum deductible must be for a plan to qualify as an HDHP. 
Therefore, even when employers do contribute to an HSA, patients retain the bulk of the 
financial responsibility. 
 
IMPROVING ACCESS & REDUCING THE COST OF COVERAGE 

Without addressing the underlying cost of care, insurance benefit designs like HDHPs and HSAs 
simply “shuffle the deck chairs.” In other words, HDHPs do not necessarily reduce the right 
costs (e.g., low-value care or medically unnecessary care), they shift responsibility for upfront 
costs from one entity to another – first from the payer to the consumer and then to providers in 
the form of bad debt. We encourage Congress to pursue actions that will help improve the cost of 
coverage without putting access to care at risk, including:  
 

1. Addressing the underlying drivers of high cost, such as the unsustainable growth in 
prescription drug prices; duplicative, unnecessary and potentially harmful regulatory and 
administrative burden; and high rates of chronic disease; and 
 

2. Promoting enrollment in comprehensive health care coverage to share costs across the 
broadest population possible, including through stabilizing the health insurance 
marketplaces.  

 
We recognize that HDHPs coupled with HSAs will continue to be an attractive option for some 
individuals. We encourage Congress to improve on these by re-examining the services that 
insurers may offer pre-deductible or which may be covered by funds in an HSA. For example, 
we specifically support expanding insurers’ ability to cover care for chronic conditions pre-
deductible. This change would help remove financial barriers patients may face while managing 
their health. In addition, we strongly encourage the federal and state governments, employers and 
                                                
1 United Benefit Advisors, “Special Report: How Health Savings Accounts Measure Up,” May 2017. 
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other payers to coordinate on a robust consumer education campaign on the importance of 
having health coverage and how to use it. The campaign should specifically address how 
different types of health plans may affect both premiums and upfront, out-of-pocket costs. 

 
CONCLUSION 

We appreciate the opportunity to provide these comments and support the Committee's efforts 
and attention to examining the issues concerning access to care and the affordability of coverage. 
We are deeply committed to working with Congress, the Administration, and other health care 
stakeholders to ensure that all individuals and families have the health care coverage they need to 
reach their highest potential for health. 



	

	

June 4, 2018 
 
The Honorable Peter Roskam 
Chair, House Ways and Means Subcommittee 
on Health   
2246 Rayburn House Office Building 
Washington, D.C. 20515 
 

The Honorable Sander Levin 
Ranking Member, House Ways and Means 
Subcommittee on Health   
1236 Longworth House Office Building 
Washington, D.C. 20515 

 
Dear Chairman Roskam and Ranking Member Levin:  
 
On behalf of the American Association of Oral and Maxillofacial Surgeons (AAOMS), the professional 
organization that represents 9,500 oral and maxillofacial surgeons (OMSs) in the United States,  
I would like to thank you for your leadership in identifying ways to lower healthcare costs by holding 
the June 6th Subcommittee hearing titled, “Lowering Costs and Expanding Access to Health Care 
through Consumer-Directed Health Plans.” The issue is important to OMSs since many of our patients 
often rely on consumer-directed health plans, such as Flexible Spending Accounts (FSAs), to help them 
afford the treatment they need.  
 
Current restrictions stemming from the ACA established a federal cap on FSA contributions at $2,500 
– with an annual inflation adjustment – which was half of the $5,000 limit that most employers 
allowed prior to the adoption of the ACA. Out-of-pocket costs for medical insurance alone easily 
exceed the current $2,650 annual FSA cap. With the rise in cost of deductibles, co-pays and 
prescription drug medications, Americans are paying more for their healthcare. According to the 2017 
Milliman Medical Index, consumers spent an average of $4,535 for out-of-pocket healthcare expenses 
in 2017.1 This is significantly more than what consumers are able to save through FSAs. 
 
FSAs also help patients afford dental care. Oral health is increasingly recognized as being tied to a 
patient’s overall health and well-being; however, health insurance does not cover most dental 
procedures and many Americans do not have access to dental insurance. Even for those who do, 
dental insurance only covers a fraction of the cost of many common and necessary dental procedures, 
like dental implants, orthodontia, root canals or extractions of abscessed teeth. As a result, families 
rely often on the tax-free savings from FSAs in order to help them save for these types of procedures. 
With the existing restrictions on FSA contributions, some patients are forced to forgo necessary dental 
care.  
 

																																																								
1 Girod C, Hart S, Weltz S. 2017 Milliman Medical Index. Milliman, Inc. 2017: 3-15.   



The Responsible Additions and Increases to Sustain Employee Health Benefits Act of 2017, or RAISE 
Act (HR 1215), would provide relief to families by raising the cap to $5,000 and allowing families with 
more than two dependents to set aside an additional $500 beyond the savings cap for each 
dependent. Finally, it would help families prepare for expected and unanticipated healthcare costs by 
carrying over unused funds and eliminating the IRS’s onerous “use it or lose it rule.”  
 
AAOMS encourages the Subcommittee to take up the RAISE Act (HR 1215) as it evaluates ways to 
lower healthcare costs through consumer-directed plans. FSAs enable consumers to make better 
healthcare decisions and control their healthcare costs. We welcome an opportunity to discuss this 
issue in greater detail and work with you and your Committee to increase the contribution limits to 
FSAs. Please contact Jeanne Tuerk, manager of the AAOMS Department of Governmental Affairs, at 
800-822-6637 or jtuerk@aaoms.org for additional information. 
 
Sincerely, 

 
Brett L. Ferguson, DDS, FACS  
AAOMS President 
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Statement for the Record 
 

House Way and Means Health Subcommittee Hearing 
 

“Lowering Costs and Expanding Access to Health Care through Consumer-Directed Health Plans” 
 

June 6, 2018 
 
 
The American Council of Life Insurers (ACLI) is pleased to submit the following statement for the record 
for the House Ways and Means Committee hearing “Lowering Costs and Expanding Access to Health 
Care through Consumer-Directed Health Plans” held June 6, 2018.  Specifically, we are writing in support 
of Section 2 of H.R. 5138, the Bipartisan HSA Improvement Act of 2018, co-sponsored by Rep. Mike 
Kelly and Rep. Earl Blumenauer. ACLI strongly supports including the provisions of Section 2 in any 
health savings account (HSA) legislation moving through Congress. 
 
ACLI advocates on behalf of approximately 290 member companies dedicated to providing products and 
services that contribute to consumers’ financial and retirement security.  ACLI members represent 95 
percent of industry assets, 93 percent of life insurance premiums, and 98 percent of annuity 
considerations in the United States. 75 million families depend on our members’ life insurance, 
annuities, retirement plans, long-term care insurance, disability income insurance and reinsurance 
products. Taking into account additional products including dental, vision and other supplemental 
benefits, ACLI members provide financial protection to 90 million American families. 
 
Some of the products provided to consumers by ACLI member companies include “excepted benefits” as 
described in Internal Revenue Code Section 9832(c).  “Excepted benefits” are generally defined as those 
benefits that are not considered “health insurance coverage” or are limited in scope and offered 
separately from health insurance.  The “excepted benefits” which ACLI member companies provide are 
in addition to health insurance to fill gaps in primary coverage and are not a replacement for primary 
health insurance.  Under IRC Section 9832(c), “excepted benefits” are listed specifically and include 
disability income insurance, long-term care insurance, limited scope dental and vision benefits if offered 
separately from a major medical plan, coverage for specific disease or illness, hospital indemnity or 
other fixed indemnity insurance, and similar supplemental coverage if offered as a separate policy. 
 
Current law governing HSAs, IRC Section 223(c), uses a limited list of supplemental products in its 
definition of “permitted insurance” and should be updated to conform with HIPAA’s definition of “excepted 
benefits” to avoid unnecessary and burdensome confusion in the marketplace. Such dissimilarity currently 
creates a strong disincentive to an employee’s purchase of certain supplemental benefits if they use an 
HSA in combination with a High Deductible Health Plan because the purchase of such insurance protection 
disqualifies an employee from being eligible for the HSA. As a result, the current law definition of 
“permitted insurance” limits consumer choice and the ability of the employee to craft an individualized 
package of optimum financial protection to add to their primary major medical coverage.  
 
Section 2 of H.R. 5138, represents a long-overdue update that will appropriately modernize IRC section 
223(c) to conform the HSA “permitted insurance” definition to the HIPAA “excepted benefits” definition – 
the same definition that is also included in the Public Health Services Act, the Employment Retirement 
Income Security Act and the Patient Protection and Affordable Care Act.  This “excepted benefits” update 
will also provide clarity to employers who are not always sure if a supplemental benefit they would like to 
provide to their employees is allowed to be offered alongside an HSA. 



 
As the Committee considers ways to improve and expand the use of consumer-driven health plans to 
expand coverage and lower health care costs, we respectfully urge you to pass H.R. 5138.  
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We are writing in support of legislation to expand the use and availability of health savings accounts and high 
deductible health plans. 
 
In particular, we support section 2 of H.R. 5138, and section 1 of H.R. 6128, which represent a long-overdue 
technical correction to the 1996 HIPAA law for “excepted benefits” insurance.  This change will conform the 
HSA “permitted insurance” text to the “excepted benefits” text that is used in ERISA, the Public Health Service 
Act, and other provisions of the Internal Revenue Code that lists “excepted benefits” insurance coverage.   
 
These “excepted benefit” insurance products are not purchased with HSA funds. The HSA law permits a 
policyholder to have some supplemental insurance products in addition to the HSA-High Deductible Health 
Plan.  As a result, this technical correction would not take away any amounts available in the HSA to be used 
for necessary “qualified medical expenses”. 
 
In addition, we respectfully ask the committee to consider simply striking inconsistent excepted benefits 
references in current law subparagraphs (B) and (C).  These coverages are also included in section 9832(c). 
 
Our concern is that leaving current subparagraphs (B) and (C) would maintain inconsistent statutory text.  We 
also support language to address concerns about excepted benefit coverage that is not appropriate for high 
deductible health plans.  Within the context of the excepted benefits provision in both H.R. 5138 and H.R. 6128 
these two changes would be drafted as follows: 
 
(a) In General. -- Paragraph (3) of section 223(c) of the Internal Revenue Code of 1986 is amended by – 
 
 (1) striking subparagraphs (B) and (C), and 
  

(2) inserting the following new subparagraph: 
 

“(B) insurance consisting of coverage of excepted benefits described in section 9832(c) other 
than supplemental coverage provided to coverage under a group health plan described in 
subparagraph (4).    

 
We thank the committee for its effort with respect to this bipartisan legislation, and for considering our 
suggestions to clarify these provisions. 
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June 22, 2018 
 
 
The Honorable Kevin Brady    The Honorable Richard Neal 
Chairman      Ranking Member 
U.S. House Ways & Means Committee   U.S. House Ways & Means Committee  
1102 Longworth House Office Building  1139-E Longworth House Office Building 
Washington, D.C. 20515    Washington, D.C. 20515 
 
The Honorable Peter Roskam    The Honorable Sander Levin    
Chairman, Subcommittee on Health   Ranking Member, Subcommittee on Health 
U.S. House Ways & Means Committee U.S. House Ways & Means Committee 
2246 Rayburn House Office Building  1236 Longworth House Office Building 
Washington, D.C.  20515    Washington, D.C.  20515 
 
Dear Messrs. Brady, Roskam, Neal and Levin: 
 
The Corporate Health Care Coalition (CHCC) is pleased to comment on the hearing recently 
held by the House Ways and Means Health Subcommittee, entitled “Lowering Costs and 
Expanding Access to Health Care through Consumer-Directed Health Plans.”   With 22 million 
Americans currently enrolled in Health Savings Accounts (HSAs), it is clear that HSAs play an 
increasingly valuable role in America’s health care system.    
 
CHCC is comprised of companies from varying industries that compete in the global 
marketplace and sponsor health plans for the benefit of our employees and other beneficiaries.  
Collectively, CHCC member companies provide health benefits for more than 4 million 
Americans across every state in the nation.  CHCC companies are committed to providing access 
to affordable, quality health care benefits and HSAs are a valuable source of health care coverage 
for many of our beneficiaries.  

 
CHCC supports federal efforts to modernize HSAs to reflect advances in employee benefits by 
allowing greater access to primary care and chronic disease management, wellness offerings, and 
streamlining the conversion from a Medical Savings Account, Flexible Spending Arrangement or 
Health Retirement Arrangement to an HSA.  Specifically, CHCC supports H.R. 5138, the 
Bipartisan HSA Improvement Act of 2018 (the Kelly-Blumenauer bill) and H.R. 365, the 
Primary Care Enhancement Act of 2017 (the Paulsen-Blumenauer bill).   
 
H.R. 5138, the Bipartisan HSA Improvement Act, allows employers to cover health services 
such as those provided at onsite medical clinics and through telemedicine. H.R. 365, the Primary 
Care Enhancement Act, clarifies that direct primary care, which is a coordinated, high-
functioning care model proven to prevent emergency room visits and hospitalizations, is not a  
health plan. By doing so, the bill would allow those contributing to an HSA and enrolled in a 
high-deductible health plan, to also enroll in a direct primary care arrangement.  
 



Employers are leading the way in health care innovation by promoting payment for value, 
incentivizing employees to seek care from high performing providers, encouraging wellness and 
prevention, and exploring new care models and provider partnerships to improve quality, 
affordability and accountability.  We urge Congress to act to pass H.R. 5138 and H.R. 365 to 
bolster the value and effectiveness of HSAs as a critical part of our nation’s health care 
infrastructure.  
 
Sincerely,  
 
Kate Hull 
Executive Director 
Corporate Health Care Coalition   
 



 

Statement of Support for the Personal Health Investment Today 
(PHIT) Act to be included in HSA Health Care Package 

Tuesday June 19th, 2018 

Congressman Brian Fitzpatrick 

I am pleased to be a supporter of the Personal Health Investment Today (PHIT) Act 
which would allow a medical care tax deduction for up to $1,000 ($2,000 for a joint 
return or a head of household) of qualified sports and fitness expenses per year. 

The PHIT Act would provide incentives for adults and children to pursue healthy lifestyle 
choices. Equipping Americans to get fit in this way would not only improve general 
health and well-being but would also mitigate against healthcare costs related to 
preventable chronic diseases.  

As healthcare expenses in the U.S. continue to rise, the PHIT Act would help build a 
healthcare system that prioritizes prevention. The World Health Organization reports 
that every $1 of investment in physical activity in the U.S. leads to $3.20 in medical costs 
saving. For these reasons, I believe any effort or immediate plans to improve or reduce 
the long-term costs of healthcare in this country should include the PHIT Act as it is a 
forward-thinking, citizen-focused, incentives-driven and economically beneficial piece of 
legislation. 



PatientRightsAdvocate.org 
1188 Centre Street 

Newton, MA  02459 
 

June 20, 2018 

 
Chairman Peter Roskam 
2246 Rayburn House Office Building 
Washington, DC  20515 
 
 
Dear Chairman Roskam: 

We are pleased that the House Ways and Means Health Subcommittee is exploring policy 
solutions to lower the costs of health care services and expand access to care through 
Health Savings Accounts (HSAs).  Thank you for the opportunity to comment on this 
important issue. 

PatientRightsAdvocate.org believes that patients should have total net price transparency 
prior to care and real-time access to their comprehensive electronic health information, as 
soon as the data are recorded.   

HSAs Alone Cannot Solve the Health Care Cost Problem.  We appreciate the role that 
HSAs can play to empower patients; however, patients cannot make rational economic 
choices when the prices of health care are in a black box.  Patients should have total price 
transparency for their health care services, including both the negotiated price and out-of-
pocket costs, prior to care.  This information will enable patients to shop for the most 
cost-effective treatment, budget accordingly, and efficiently leverage tools such as HSAs.  
Patients will then be empowered to manage their own care and will not receive any 
surprise bills.  

We Need Total Price Transparency to Ensure a Competitive Market.  With true total 
price transparency, all parties on the payment side of a transaction (patient, employer, 
health plan, pharmacies, and government) will have easily accessible and downloadable 
information about the price of health care services prior to services rendered. Requiring 
this transparency is a common sense solution that will have a ripple effect across the 
health care industry.  Enabling a transparent, efficient, truly competitive market will 
drastically lower costs and ultimately improve the care of our citizens. 

Thank you again for the opportunity to comment.  

Sincerely, 

 

Kara Grasso 
President, PatientRightsAdvocate.org 
	



 

 
 

 
 
June 14th, 2018 
 
 
The Honorable Kevin Brady The Honorable Peter Roskam 
Chairman Chairman, Subcommittee on Health 
House Ways & Means Committee House Ways & Means Committee 
1102 Longworth House Office Building Rayburn House Office Building 
Washington, DC 20515 Washington, DC 20515 
  
The Honorable Richard E. Neal The Honorable Sander Levin 
Ranking Member Ranking Member, Subcommittee on Health 
House Ways & Means Committee House Ways & Means Committee 
1139-E Longworth House Office Building 1236 Longworth House Office Building 
Washington, DC 20515 Washington, DC 20515 
 
 
Dear Chairmen and Ranking Members: 
  
The American Council on Exercise would like to thank you for the opportunity to submit written testimony for 
the Ways & Means Health Subcommittee’s June 6 hearing on Lowering Healthcare Costs through Consumer-
Directed Health Plans.  The American Council on Exercise (ACE) is a self-funded 501C-3 nonprofit 
organization that works to improve physical-activity levels in America by educating and certifying exercise 
professionals and health coaches, publishing independent original research, convening experts on physical 
activity and health, working directly with community groups, and advocating for policies to get people from 
all walks of life moving. 
 
Medical flexible spending accounts (FSAs) have been served as a popular addition to many employer’s 
benefits packages for many years. While health savings accounts (HSAs) are a newer addition to consumer 
driven healthcare options, they have grown steadily since their inception and are now considered by many a 
mainstay, if not the future, of the commercial health insurance market.  As you are undoubtedly aware, both 
FSAs and HSAs allow individuals and families to utilize pre-tax dollars to pay for medical expenses from 
prescription meds, to routine doctor visits to elective procedures such as lasik eye surgery.  The missing 
category for allowable expenses under current law is physical activity.   
 
Research has shown that physical inactivity increases the risk of developing numerous preventable health 
conditions that contribute greatly to our skyrocketing healthcare costs. Research has also demonstrated that 
engaging in regular physical activity contributes to an individual’s overall feeling of well-being which is keenly 
important when considering mental health.  
 
We believe that a consumer-directed health plan must include options for physical activity.  It is a 
cornerstone of a more prevention-centered way of caring for the health and wellness of our nation’s people.  
Reps. Jason Smith and Ron Kind introduced HR1267, the Personal Health Investment Today Act (PHIT) early 
in the Congress that would make physical activity expenses allowable under FSAs and HSAs.  PHIT has wide 
bi-partisan support with 134 co-sponsors, almost evenly split between the parties.  The same language has 



 

 
 

been included in several larger bills as well including the recent Bipartisan HSA Improvement Act (H.R. 5138) 
that was introduced by Reps Mike Kelly and Earl Blumenauer.  
 
We were pleased to hear Rep. Kelly discuss the the need for individuals to do “preventative maintenance” in 
terms of their health while stressing the importance of prevention to the health and economy of our country.  
Only 21.6% of children and youth ages 6 participate in at least one hour of physical activity per day as 
recommended in the Physical Activity Guidelines for Americans while 80% of American adults do not meet 
the government’s national physical activity recommendations for aerobic and muscle strengthening.  
Healthcare policies to date have considered physical activity expenses a luxury, but science has shown 
exercise to be just as vital to preventing chronic disease as medicines are to treating illness. 
 
Allowing use of consumer driven health plans for physical activity would allow families to use a portion of 
their pre-tax dollars to help pay for their children’s sports fees as well as dance classes, martial arts, etc.  It 
would allow individuals and families to use those same dollars to take group exercise classes, join a fitness 
center or otherwise engage in structured physical activity.   
 
Overwhelmingly, studies show that physical activity plays an important role in preventing and managing 
chronic diseases-the same diseases that are responsible for 86 percent of our nation's healthcare costs. 
The American Council on Exercise hopes that as the committee considers their options around consumer 
driven health plans that they consider physical activity a key component and include language such as the 
PHIT Act. 
 
Best Regards, 

 
Sheila Franklin 
Director of Government Relations 
American Council on Exercise 
.



Cynthia A. Fisher 
WaterRev LLC 

1188 Centre Street 
Newton, MA  02459 

June 20, 2018 

Chairman Peter Roskam 
2246 Rayburn House Office Building 
Washington, DC  20515 
 
 
Dear Chairman Roskam: 

Thank you for your efforts to give more consumers access to tax-favored savings accounts, including Health Savings 
Accounts (HSAs).  I appreciate the opportunity to submit comments for consideration by the House Ways and 
Means Health Subcommittee.  HSAs are an important tool to help reduce the burden of health care costs on 
patients.  However, a tax-favored account has limited effectiveness since patients rarely know upfront the prices they 
are going to pay for their medical care and services.  Imagine taking a pre-funded debit card to a restaurant, only to 
receive a menu of food options with no prices. 

Patients need total net price transparency.  Instead of focusing on HSAs, Congress and CMS should mandate 
that patients receive total net price transparency prior to care.  Patients should be informed of the lowest net 
negotiated price, competitive pricing from other providers or health plans, and out-of-pocket costs for their care 
before they receive any treatment or medical service.  They should also be notified if a potential doctor is out-of-
network and the out-of-network charges, and where they could receive complete services in-network.  There should 
be no surprise billing.   

Transparency will enable a competitive market.  Patients and employers should be able to shop for their care on 
their mobile devices by having access to total net price transparency, free of charge.  Like in a restaurant, patients 
should be able to see the prices, order from the menu, and the bill should match the care they received.  Then and 
only then will an HSA benefit the patient.  Patients, employers, and our government should have full visibility into 
what the health plans are covering, and we should be able to view comparative pricing among health plans.  Patients 
should also have the choice to continue with their health plan throughout their lifetime.    

Patients also need access to their comprehensive electronic health information.  This includes but is not 
limited to, discharge summaries, lab and radiology results, prescription orders, images, and physician notes Patients 
should have access as soon as the data are recorded, with regular, automatic updates thereafter.  In virtually every 
other industry, you can receive and share results through mobile apps immediately as they are available.  The same 
should be true with our health care information as soon as it becomes digital. 

Patients should have control of their HSAs.  Currently, third party vendors manage HSAs and profit on the float 
until the monies are spent on health care services.  If these are my tax-favored dollars, I should receive the interest, 
dividends, and gains.  Similar to the successful 529 plans, I should be able to park my HSA in the index funds of my 
choice, have transparency into fees, choose where the monies are held and how they are invested. 

Unused HSA dollars should be transferrable.  Any unused monies at year-end should not be lost; they still 
belong to the patient/consumer.  The balance should be able to be transferred into the consumer’s retirement 
account, to another person in need, or to next year’s HSA.  They also should be inheritable to family or others upon 
death. 

Thank you again for the opportunity to comment on the improvements needed to HSAs. 

Sincerely, 

Cynthia A. Fisher 
Managing Director, WaterRev, LLC 
Founder, Former CEO, ViaCord, Inc. 
Founder, Former President, ViaCell, Inc.  
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The Honorable Kevin Brady                          The Honorable Peter Roskam 
Chairman                                                      Chairman, Subcommittee on Health 
House Ways & Means Committee               House Ways & Means Committee 
1102 Longworth House Office Building         2452 Rayburn House Office Building 
Washington, DC 20515                                 Washington, DC 20515 
  
The Honorable Richard E. Neal                      The Honorable Sander Levin 
Ranking Member                                           Ranking Member, Subcommittee on Health 
House Ways & Means Committee                  House Ways & Means Committee 
1139-E Longworth House Office Building      1236 Longworth House Office Building 
Washington, DC 20515                                 Washington, DC 20515 
  
  
 
Dear Chairmen and Ranking Members: 
  
The International Health, Racquet & Sportsclub Association (IHRSA) would like to thank you for the 
opportunity to submit this written testimony as part of the Ways & Means Health Subcommittee’s June 6 
hearing on Consumer-Directed Health Plans such as Health Savings Accounts (HSAs) and Flexible 
Spending Accounts (FSAs).  IHRSA is the leading trade association representing the private health and 
fitness industry, with over 7,000 members in 74 countries.  Our members are committed to policy 
initiatives aimed at promoting exercise, preventing disease and improving the health of all Americans, 
hence our interest in consumer-directed health plans. 
  
HSAs and FSAs are becoming increasingly important parts of the American healthcare landscape and 
have experienced significant growth in the commercial insurance market since they were created. 
Through these accounts, individuals and families are able to pay for doctors’ visits and other medical 
treatments with pre-tax dollars thereby helping to ease the financial burden when Americans pay for 
medical treatment once they are sick.  However, current law offers no tax benefit to help individuals and 
families take steps to prevent illness in the first place. 
  
This at a time when the Centers for Disease Control and Prevention (CDC) estimates that close to 70 
percent of adults suffer from some form of chronic disease, with lack of physical activity standing as one  
 
 



	
International 
Health, Racquet & 
Sportsclub Association 
 
 
of the top four preventable causes of these diseases.  At the same time, CDC also estimates that roughly 
79 percent of Americans fail to meet even the most basic recommendations for aerobic and strength 
training activity. 
  
In the context of this disturbing reality and the Subcommittee’s June 6 hearing, IHRSA strongly believes 
that the existing consumer-directed health plan system should be expanded to provide for more disease 
prevention by allowing expenses for exercise programs and related equipment to be payable out of 
HSA/FSA monies.  Several members of the House have introduced legislation over the years to address 
this issue by expanding HSAs and FSAs to allow exercise expenses to qualify for pre-tax distributions.  
Such legislation includes H.R. 1267, the Personal Health Investment Today Act (PHIT), introduced by 
Reps. Jason Smith and Ron Kind and a more comprehensive package of reforms (H.R. 5138) introduced 
by Reps. Mike Kelly and Earl Blumenauer. 
  
In fact, during the hearing on June 6, Rep. Kelly warned that “if we don’t get people healthy early on, 
we’re in big trouble”.  Clearly, Mr. Kelly recognizes the need for policy initiatives like the PHIT bill 
which would help make the healthy choice the easy choice. 
  
If these provisions are enacted, it would give parents the opportunity to pay for their children’s soccer 
league fees out of their tax deferred plans.  They could join a fitness center and pay for the membership 
fees with pre-tax dollars or they could purchase a home gym to help them fight the onset of obesity, a 
primary risk factor for contracting any one of several chronic diseases which are currently fueling the 
frightening increase in our national healthcare expenditures. 
  
Health experts agree that regular physical activity substantially reduces the risk and symptoms of 
numerous diseases and medical conditions and is associated with fewer hospitalizations, physicians’ 
visits, and medications, resulting in lower healthcare costs. Expanding tax incentives to include programs 
of physical activity would lower financial barriers to exercise and help more people get the levels of 
activity they need to improve their fitness and lower healthcare costs for all Americans. 
  
Given the healthcare crisis we are facing in this country today, IHRSA and its members strongly believe 
that creative solutions are necessary to improve the nation’s physical fitness.  As the Ways & Means 
Committee considers future adjustments to the consumer-directed health plan system, we urge you to take 
the next step and move forward to enact legislation that would make expenses for exercise payable with 
pre-tax dollars, such as the PHIT Act mentioned above. 
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IHRSA and its members stand ready to help advance these kinds of initiatives aimed at improving the 
health of all Americans.  Please let us know how we can work together to achieve this critical objective. 
  
Sincerely, 
  

  
  
Joe Moore 
President 
International Health, Racquet & Sportsclub Association 
  
  
  
cc:  Members of the House Ways and Means Committee 
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June 6, 2018 
 
The Honorable Peter Roskam  
Chairman 
Subcommittee on Health 
Committee on Ways and Means  
United States House of Representatives  
Washington, D.C. 20515 
 
Dear Chairman Roskam: 
 
Thank you for holding a hearing on consumer-directed health plans.  The Healthcare 
Leadership Council (HLC) appreciates the opportunity to share its thoughts with you on 
this important issue.   
 
HLC is a coalition of chief executives from all disciplines within American healthcare.  It 
is the exclusive forum for the nation’s healthcare leaders to jointly develop policies, 
plans, and programs to achieve their vision of a 21st century healthcare system that 
makes affordable, high-quality care accessible to all Americans.  Members of HLC – 
hospitals, academic health centers, health plans, pharmaceutical companies, medical 
device manufacturers, laboratories, biotech firms, health product distributors, post-acute 
care providers, and information technology companies – advocate for measures to 
increase the quality and efficiency of healthcare through a patient-centered approach.  
 
To give consumers choice and flexibility in their healthcare, HLC strongly believes that 
the Subcommittee should support the expanded use of consumer-directed health plans.  
Restoring options and increasing the flexibility of health savings accounts (HSAs), as 
well as repealing the limitations on contributions to HSAs and flexible spending 
accounts (FSAs), will provide consumers with better tools to manage their funds and 
cover healthcare expenses.   
 
HLC is pleased to support H.R. 5138, the “Bipartisan HSA Improvement Act.”  
Introduced by Subcommittee members Mike Kelly and Earl Blumenauer, this important 
legislation would assist the more than 20 million Americans who have an HSA.  The bill 
would modernize HSA plans by:  
 

• Allowing pre-deductible coverage of services at onsite employee clinics and retail 
health clinics;  



 

2 
 

• Enabling pre-deductible coverage for services and medications that manage 
chronic health conditions;  

• Clarifying that employers can offer excepted benefits like telehealth and second 
opinion services to employees with an HSA; and  

• Making technical changes to correct the definition of dependents, streamline FSA 
conversion, and fix the prohibition on spouse usage of HSAs.  

 
Additionally, H.R. 5138 would permit the use of HSA dollars for wellness benefits and 
physical activity expenses.  Chronic disease prevention is an essential component of 
healthcare.  Many of these illnesses, including obesity and diabetes, are caused by 
modifiable health risk behaviors such as poor nutrition and a lack of physical activity.  If 
not prevented, these diseases and their complications raise healthcare costs.  
Americans need access to comprehensive and evidence-based wellness and physical 
activity programs that assist them in making healthy choices and preventing these 
diseases.  “The Bipartisan HSA Improvement Act” would expand this access and make 
these programs more affordable.  
 
HLC asks the Subcommittee to support H.R. 5138 and include it in its consideration of 
consumer-directed health plans.  Should you have any questions, please do not 
hesitate to contact Debbie Witchey at (202) 449-3435 or dwitchey@hlc.org.  
 
Sincerely,  

 
Mary R. Grealy  
President  
 
 



 
Statement for the Record 

U.S. House Ways and Means Committee Subcommittee on Health 
Hearing: “Lowering Costs and Expanding Access to Health Care through  

Consumer-Directed Health Plans” 
June 6, 2018 

 
 
Chairman Roskam, Ranking Member Levin and Members of the Committee: 
 
The Partnership for Employer-Sponsored Coverage appreciates the Committee holding this 
hearing today to highlight the importance of consumer-directed health products such as health 
savings accounts (HSAs) and welcomes the opportunity to endorse the Bipartisan HSA 
Improvement Act, H.R. 5138.  
 
The Partnership for Employer-Sponsored Coverage is a newly-formed advocacy alliance of 
employment-based organizations and trade associations representing businesses of all sizes and 
the over 178 million American workers and their families who rely on employer-sponsored 
coverage every day. The Partnership is committed to working to ensure that employer-sponsored 
coverage is strengthened and remains a viable, affordable option for decades to come. 
 
Employer-sponsored coverage has been the backbone of our nation’s health system for over 
seven decades. Employers of all sizes contribute vast resources to their employees and families 
through the employer-sponsored system. As the payer of coverage, employers have a vested 
interest in health care quality, value, and system viability. Employers have been on the leading 
edge of health delivery innovation and modeling for decades. 
 
In the 15 years since the Ways and Means Committee created HSAs under the Medicare 
Prescription Drug, Improvement, and Modernization Act (P.L. 108-173), utilization has grown 
tremendously among employers of all sizes and in the small group and individual insurance 
markets. Currently, more than 20 million Americans are covered by an HSA with a high-
deductible health plan (HDHP) through employer-sponsored coverage or coverage in an 
insurance Exchange.  
 
Over the last decade, employers of various sizes have either transitioned from a traditional 
preferred provider organization (PPO)-based system to an HSA with a HDHP or offered this 
arrangement as an option during open enrollment to provide employees with more cost-effective 
health coverage and consumer choice. As health costs have increased for working Americans and 
employers alike, an HSA coupled with a HDHP has become a more viable option to enable 
thousands of businesses to continue offering employment-based health coverage.  
 
As the Ways and Means Committee and your colleagues in Congress explore ways to improve 
the usefulness of an HSA with a HDHP, the Partnership for Employer-Sponsored Coverage 
urges enactment of the Bipartisan HSA Improvement Act, H.R. 5138. There has been an increase 
in the variety of benefits offerings sponsored by employers since HSAs were created in 2003. 



 
Unfortunately, our nation’s federal tax code has not kept pace with the advances in employer 
benefits offerings.  
 
The Bipartisan HSA Improvement Act, which is sponsored by your colleagues Representatives 
Mike Kelly (R-PA), Earl Blumenauer (D-OR), Erik Paulsen (R-MN), Ron Kind (D-WI), and 
Terri Sewell (D-AL), aligns the HSA rules in the Code with the evolving and improving benefits 
offerings sponsored by employers. Among other provisions, H.R. 5138: allows for first dollar 
coverage of services for chronic care and disease management; provides for the use of services at 
employer on-site and retail clinics; and enables employees to use an HSA for wellness benefits 
including gym memberships. 
 
The Partnership for Employer-Sponsored Coverage looks forward to working with you and your 
colleagues in Congress in a bipartisan manner to enact H.R. 5138 and other commonsense 
reforms to strengthen and improve our nation’s employment-based health system, which serves 
as the safety net for over 178 million Americans every day. 
 
 
Partnership for Employer-Sponsored Coverage Members: 
 
American Hotel & Lodging Association 
American Staffing Association 
American Rental Association 
Associated Builders and Contractors, Inc. 
Auto Care Association 
HR Policy Association 
International Franchise Association 
National Association of Health Underwriters 
National Association of Wholesaler-Distributors 
National Restaurant Association 
National Retail Federation 
Retail Industry Leaders Association 
Society of American Florists 
Society for Human Resource Management 
 
Contact: 
 
Christine Pollack 
Executive Director, Partnership for Employer-Sponsored Coverage 
cpollack@horizondc.com  



Statement of  

Pat LaFontaine of National Hockey League  

on  

Youth Sports Benefits and Barriers to Sports Participation  

House Ways & Means Subcommittee on Health 

 
Wednesday, June 6, 2017 

Thank you Chairman Roskam, Ranking Member Levin and Members of the Committee, 

for holding a hearing on HSA reform and allowing me to provide input on this very 

important subject.   

I currently serve the National Hockey League as Vice President of Hockey Development 

for the Social Impact, Growth Initiatives and Legislative Affairs unit.  During my playing 

career, I had the privilege to represent the United States on the 1984 Olympic Men’s Ice 

Hockey Team and spent 15 seasons in the State of New York, with the NHL’s New York 

Islanders, Buffalo Sabres and New York Rangers. In 2003, I was inducted into the 

Hockey Hall of Fame and in 2017 was humbled to be recognized as one of the NHL’s 

Top 100 Players of all-time. The sport of hockey has given me so much, far beyond 

awards, medals and scoring records. The game provided me foundational elements for 

life: values, friendships, life skills and more.  In my current role, I am dedicated to 

growing and developing the game of hockey in a way that ensures  our sport delivers 

the best possible family experience, so that all youth have access to the same benefits 

of the game that I enjoyed.  



I commend the committee for holding this hearing and exploring ways to improve our 

current healthcare system. While there are many good ideas to advance the 

performance of our system and reduce costs, the most sustainable way to reduce 

health spending in America is to improve our collective health.  Healthy habits are 

formed when we are young; youth sports is a vital element of American culture, is 

essential to establishing healthy lifestyles long-term and a key component to solving our 

health care challenges.   

I will focus my comments today on the health benefits of active lifestyles and how the 

PHIT Act will help families reduce barriers to entry for our youngest generation. 

In 2017, the National Hockey League and National Hockey League Players’ Association 

took a leadership role in this space when it unveiled hockey’s Declaration of Principles a 

set of commonly shared beliefs and a commitment to advance policies, programs and 

initiatives that inspire key stakeholders to refocus on the true value the sport provides 

and the importance of access and opportunity for all.    Hockey participation offers 

families value beyond making an individual a better player or even a better athlete. The 

game of hockey is a powerful platform for participants to build character, foster positive 

values, develop important life skills and encourage a lifetime of healthy behaviors. We 

know that physical activity -- like ice hockey, roller hockey and street hockey -- is 

important for a healthy body, mind and spirit. It is the goal of the broader hockey 

community – backed by 17 global stakeholders – to bring the benefits of sports to all 

American families.  



The youth sports culture in America has changed.  Accessible, community-based 

recreational youth sports opportunities – such as  house ice hockey programs -- have 

been replaced by a pay-for-play, race to the top mentality manifesting in elite-focused 

programming.  The size of a family’s bank account now plays an outsized role in youth 

sports. In hockey, this market change flies in the face of objective data: less than 2% of 

hockey participants will receive a college scholarship, and less than a fraction of a 

percentage will play in a professional league.  This is not unique to the game of hockey, 

and has contributed to a higher rate of burn-out, injury and drop-out of youth sports 

participation at critical ages across the board. This effort is too important to the future 

health of our nation for us to stand idly by, both physically and fiscally.  The World 

Health Organization reported that a one-dollar investment in physical activity in the U.S. 

will result in a $3.20 reduction in future health costs – this  is real prevention!   Youth 

sports activity has an important role to play in disease prevention and driving down 

pressure on our healthcare system.      

The Personal Health Investment Today (PHIT) Act, legislation introduced by House 

Ways & Means Members Jason Smith and Ron Kind and supported by 63 Republicans 

and 70 Democrats in the House, including half the members of the Ways & Means 

Committee, will help lower the cost of active lifestyles by giving consumers the option of 

using pre-tax medical dollars to pay for activity expenses.  PHIT will encourage 

consumers to invest in active, healthy lifestyles.  This includes children’s team 

registration fees, pay-to-play fees in schools, activity-based park programs, access 

fees, tournaments, camps and clinics.  PHIT does not increase caps on pre-tax 

accounts and limits reimbursements to “expenses exclusively intended for sole purpose 



of participating in a physical activity.”  PHIT is not about encouraging materialism, as the 

purchasing of items like basketball shoes, yoga pants or jerseys as apparel and 

footwear are specifically and rightfully excluded as eligible expenses.  PHIT is drafted to 

help with legitimate expenses incurred by families seeking to live and provide healthy, 

active lifestyles.   Our society has changed and active lifestyles require an investment 

that previous generations did not incur.  Congress can help Americans lower the cost of 

active, healthy lifestyles by passing the PHIT Act.  

Congress would be smart to take this action as it would help directly respond to very 

important issues faced by our country and our communities, from rising health care 

costs, to national security, to gangs, drugs and violence. 

CDC reports indicate that 20 percent of children in the U.S. are obese and 70 percent of 

the American adult population is overweight or obese; this is a very real epidemic, and 

we are heading for a deluge of chronic disease and exponential reliance on the 

healthcare system, as the sedentary population requires more expensive and consistent 

medical attention and procedures.  .  Fortunately, the CDC has also recognized that 

active lifestyles  reduce the incidence of Type 2 Diabetes, cardiovascular disease, 

dementia, depression,  anxiety and many types of cancer – lending significant support 

to the value the PHIT Act provides to the health care system.  

Today, seven-in-ten new military recruits are unfit to serve; the poor health of our youth 

threatens our military readiness and national security.  Youth athletic participation has 

an important role to play in the development of our future force – physically, emotionally 

and cognitively. The strength of our military thrives on the quality of its people.  Youth 



sports produces better athletes, better leaders and better teammates, who develop an 

understanding of rules, ethics and respect.  These values and skills are transferable and 

extremely valuable characteristics to find in future military recruits.   

Congress has done a great deal of work on the opioid crisis – along with efforts on 

gangs and violence – yet we have failed to recognize and include youth sports activity 

as part of the solution.  This is true despite numerous studies by the National Institutes 

of Health on the critical role of activity in treating opioid addiction.  Physical activity 

releases endorphins and dopamine, combating one’s need to find that stimulus 

elsewhere.  Moreover, the community created by athletics provides an important space 

for our youth to invest their time in something positive, and build relationships and trust 

with people from all backgrounds. Significant behavioral research has confirmed that 

youth sports is an important outlet and support mechanism for children and families, 

offering us all opportunities to make better choices, ones that lead away from gangs, 

violence and drugs. In addition to the positive humanitarian effect, investing in youth 

athletics helps treat root causes of these problems, offering a sustainable reduction in 

costs associated with these issues..     

I thank you for your time and this opportunity to discuss the important role of physical 

activity in addressing our national health care concerns.  I encourage Congress to 

promote active, healthy lifestyles – and this begins with the passing of the PHIT Act.   

I am available to answer any questions, to further elaborate on any contents in this letter 

or to speak in more depth about the vital role of athletic participation in this country. 

       



 
 
 
 

June 4, 2018 
 
 
 
 

The Honorable Mike Kelly    The Honorable Earl Blumenauer 
U.S. House of Representatives   U.S. House of Representatives 
1707 Longworth House Office Building  1111 Longworth House Office Building 
Washington, D.C. 20515    Washington, D.C. 20515 
 
 
Dear Representatives Kelly and Blumenauer:  
 
On behalf of the Retail Industry Leaders Association (RILA), I am writing to thank you for 
introducing the Bipartisan HSA Improvement Act of 2018 (H.R. 5138).  RILA, the trade 
association of the world’s largest and most innovative retail companies, product manufacturers, 
and service suppliers, is committed to ensuring employer-sponsored health care remains a viable 
option for the 170 million Americans receiving coverage today.  
 
Over the last several years, many RILA member companies have moved away from traditional 
fee-for-service plan offerings to a system coupling a health savings account (HSA) with a high-
deductible health plan (HDHP).   The transition is guided by retailer’s innovative approach to 
customizing benefit designs and creating health plans that best meet the needs of their employees 
and families.  HSAs with a HDHP help to control rapidly increasing health costs, which is 
crucial to the long-term well-being of employer-sponsored coverage. 
 
The Bipartisan HSA Improvement Act creates more flexibility and value for retail employees 
who utilize HSAs.  It allows for employees to access onsite or retail primary care clinics, pre-
deductible coverage for chronic disease management, and opportunities to use HSAs for fitness 
or wellness activities.  Providing more usable benefits under an HSA could lead to decreases in 
health care spending, minimize hospitalization or inpatient stays, and better overall health. 
 
RILA also appreciates the Ways and Means Subcommittee on Health for convening a hearing on 
June 6, 2018, on “Lowering Costs and Expanding Access to Health Care through Consumer-
Directed Health Plans.” This represents an important first-step to examine how consumer-
directed health care products, such as HSAs, can improve outcomes, incentivize preventative and 
primary care, and enhance the health of the retail employees throughout the U.S. RILA member 
companies will gladly provide any assistance needed to the committee’s work as potential HSA 
related policies move through the legislative process.      
 
 
 



 
 
As the U.S health care system continues to evolve, we believe unique benefit design packages 
with HSAs will become an increasingly important component of a healthy workforce. Again, 
thank you for introducing H.R. 5138.  RILA looks forward to working with you and your 
colleagues in Congress in a bipartisan manner to enact this legislation. 
 
Sincerely,  

 
Jennifer Safavian 
Executive Vice President, Government Affairs 
 
cc: The Honorable Kevin Brady 
     The Honorable Peter Roskam 
     The Honorable Richard Neal 
     The Honorable Sander Levin 
 
 
 
 



Statement of the 

Sports & Fitness Industry Association  

on  

The Power of Physical Activity in Preventing Chronic Disease  

House Ways & Means Subcommittee on Health 

 
Wednesday, June 6, 2018 

 

Mr. Chairman, Ranking Member Levin and members of the Committee thank you for holding 

this hearing on HSA reform. The healthcare system has gone through great changes since these 

accounts were created, and now they need modification to best serve consumers in today’s 

healthcare marketplace. Medical science supports the importance of prevention and wellness 

as consumers take a more proactive role in their healthcare and employers offer incentives to 

live a healthy lifestyle.  In fact, the CDC has called physical activity a “wonder drug” that can 

prevent chronic disease, including heart disease, type II diabetes, dementia, depression, anxiety 

and many types of cancer.  As more and more evidence has emerged, regarding the extensive 

health benefits of activity, some people have taken steps to be more active. However, 

according to the Physical Activity Council, 82 million Americans are still completely sedentary. 

The best way to combat this problem and reduce healthcare spending is by encouraging a 

healthier, more active population.     

The Sports & Fitness Industry Association (SFIA) was established in 1906, and for the past 111 

years, our mission  has been to promote  personal health and well-being and the clinical 

evidence that links physical activity with reduced healthcare costs.    



The Personal Health Investment Today (PHIT) Act (H.R. 1267)  encourages activity by lowering 

the cost of various activity fees, such as youth sports registrations, pay-to-play fees in schools, 

gym memberships, fitness & yoga classes and personal trainers. The PHIT Act would also cover 

any equipment that is exclusively used for activity. Currently, 133 House members (63R-70D), 

including 19 who serve on the Ways & Means Committee, agree on the need for a physical 

activity incentive and signed on as co-sponsors of PHIT. As the Committee considers legislation 

designed to update the usefulness of health savings accounts, we encourage you to include 

PHIT  in any HSA package.  

Last month, SFIA joined with multiple business groups in a letter describing the trends taking 

place in today’s workplace around increased enrollment and consumer demands for more 

flexible healthcare benefits.   

The message is clear - A culture change is needed to improve health in America. This includes a 

multi-faceted approach toward reducing obesity rates, teaching our youth the importance of 

physical fitness and helping seniors manage their chronic conditions with the help of exercise.   

We have the least active generation of children in history.  According to the  Robert Wood 

Johnson Foundation, it has been reported that inactive children are six times more likely to be 

inactive parents with inactive children.   If the inactivity rate among children today remains the 

same, Johns Hopkins University estimates the economic impact to be $2.7 trillion dollars over 

the course of their lifetimes. In short, the future of health in America looks bleak and is headed 

in the wrong direction.   



The CDC identifies “lack of resources” as one of the main reasons for inactivity.  To overcome 

poor health in the U.S. and soaring healthcare expenses, we need to help parents with the costs 

of children’s activity to get them started on the right path. This lifestyle change will provide the 

foundation for children to remain active throughout their life. With PHIT, we are promoting an 

investment in health to encourage this exact culture change, starting with young people. 

We have put forth a strong effort in creating a fully-encompassing, yet focused piece of 

legislation that optimizes user benefits. The PHIT Act has been tightly drafted to focus on just 

the necessities: allowance for the “sole purpose of physical fitness.” The PHIT Act explicitly 

excludes  footwear and apparel and instead, only permits expenditures for equipment, gym 

memberships, and the other aforementioned items described earlier. Moreover, the legislation 

explicitly caps equipment expenses at $250 for individual purchases. This will help parents 

support the ever increasing drain taking place in today’s “pay-to-play” youth sports leagues and 

after school activities.   

SFIA strongly supports an expansion of eligible expenses for HSAs to make these accounts more 

consumer-friendly. HSAs continue to grow as the healthcare marketplace evolves, and now 

more people rely on HSAs to help shoulder their  health costs than those enrolled in Medicare 

Advantage. As enrollment in HSAs has increased, the average household income for HSA 

account holders has dropped to $56,000 annually. With HSAs becoming more common at 

nearly every income demographic, we need to mold them to best fit the needs of Americans.  

Healthcare is not a one-size-fits-all situation; everyone has different needs. H.R.5138, “The 

Bipartisan HSA Improvement Act of 2018,” offered by Congressmen Mike Kelly and Earl 



Blumenauer, will give consumers greater flexibility on how best to use their pre-tax medical 

funds. The provisions in H.R.5138, which include the PHIT Act, are common sense ways to make 

HSAs more useful in treating disease and promoting wellness, and ultimately bringing down the 

overall cost of healthcare. The committee is commended for working together to improve our 

healthcare model, and we strongly encourage you to pass bipartisan HSA reform to help 

consumers.   

SFIA is happy to discuss the PHIT Act, HSA reform and the sedentary lifestyle problem with the 

committee.  Please contact Bill Sells, Senior Vice President for Public Affairs bsells@sfia.org 

(301) 495-6321 with any follow-up questions.      



STATEMENT of 
Jane M. Orient, MD, Executive Director 

Association of American Physicians and Surgeons 
To: U. S. House Committee on Ways & Means, 

Subcommittee on Health 
“Hearing on Lowering Costs and Expanding Access to Care through Consumer-Directed Plans” 

 

June 6, 2018 

Chairman Roskam, Ranking Member Levin, and members of the Subcommittee, 

We are asking you today to advance H. R. 365, the Primary Care Enhancement Act of 2017.  
 
This 1-page bill has a simple goal: to allow patients to use their own Health Savings Accounts 
(HSAs) to pay for Direct Primary Care (DPC) service arrangements. These include all primary-
care services, basic diagnostic tests, and commonly used prescription drugs at a package price. 
The bill clarifies that such arrangements are neither insurance nor health plans as defined in 
section 223(c) of the Internal Revenue Code and that they are payment for medical care under 
213(d) of the code. 
 
Passage of HR 365 is especially urgent since freeing HSAs to cooperate with DPC is a common 
sense policy that will augment the Administration’s other coming policies to increase patient 
options, like the expansion of Association Health Plans and Short Term Limited Duration 
Insurance. 
 
The whole purpose of HSAs was to expand patients’ freedom to choose how to spend their own 
money for medical care. More and more patients, including Medicare beneficiaries, are 
choosing DPC. They like the up-front, affordable price and the prompt access to a doctor they 
know and trust. Yet the current IRS interpretation of Internal Revenue Code will not allow 
patients with HSAs to use their own HSA funds for DPC agreements nor permit them to make 
tax deductible contributions to their HSA if they have a periodic DPC arrangement. 
 
DPC is lowering costs for both patients and taxpayers. Prescription drugs accounted for $110 
billion in Medicare spending in 2015, 17% of all Medicare spending. With DPC dispensing, the 
cost of pharmaceuticals can be as much as 15 times lower than pharmacy prices. And $17 
billion was spent on potentially avoidable hospital readmissions. DPC patients have fewer 
hospital admissions because of prompt, consistent, personalized care of chronic conditions, and 
fewer expensive emergency department visits because of 24-hour access to a physician who 
knows them. 
 
It is improper for the IRS to be picking winners and losers in medical financing and care 
arrangements. It is counterproductive for a tax collection entity to discourage arrangements that 
save federal dollars while improving medical care. 
 
DPC also addresses the shortage of primary-care physicians by retaining physicians who would 
otherwise leave primary care practice or the profession altogether owing to “burn-out” from 
inability to serve their patients well under other practice models. 
 
There is bipartisan support for this pro-patient bill, which advances all the goals of better 
access, lower cost, and higher quality. In addition, 1,125 physicians and patients from across 



the United States have signed a letter of support for this measure, sent earlier this month to 
Chairman Brady. The list of signers can be viewed at https://goo.gl/gm7wnZ.  
 
Please expedite approval of H.R. 365 so that it can continue its path toward passage without 
further delay for the benefit of American patients. Thank you for your consideration.  



Marsh & McLennan Companies, Inc. 

      1166 Avenue of the Americas 
New York, NY 10036 

+1 212 345 5000 
Fax +1 212 345 4808 
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Chairman Paulsen, Ranking Member Heinrich, and Members of the Committee, 
thank you for this opportunity to meet with you to discuss the critical role health savings 
accounts are playing to help make health care more affordable. 

 
My name is Tracy Watts, and I am a Senior Partner and US Healthcare Reform 

Leader at Mercer. I am testifying today on behalf of Mercer and the American Benefits 
Council, where I serve on their Policy Board of Directors.  I have more than 30 years 
of experience in helping Fortune 500 companies design, finance and administer their 
health care programs and develop innovative plan designs to control costs and improve 
the quality of care. 

 
Mercer is a business unit of Marsh & McLennan Companies (MMC), a US-based 

leading professional services firm with a global network of more than 65,000 experts in 
risk, strategy, and people. The businesses of MMC, including Mercer, Oliver Wyman, 
and Marsh & McLennan Agency, collaborate with our clients to navigate the increasingly 
complex healthcare marketplace to help individuals, families and employees stay healthy 
and productive, enable innovation, and lower costs. 

 
Our company employs nearly 25,000 colleagues in the US, including more than 

more than 350 in your district, Chairman Paulsen. 
 

The Council and Mercer appreciate the opportunity to participate in today’s timely 
and critical hearing. The Council is a public policy organization representing principally 
Fortune 500 companies and other organizations that assist employers of all sizes in 
providing benefits to employees. Collectively, the Council’s members either sponsor 
directly or provide services to retirement and health plans that cover more than 100 
million Americans. 

 
I would like to begin my testimony today by highlighting some important and very 

relevant findings from Mercer’s most recent National Survey of Employer-Sponsored 
Health Care Plans. The survey, which includes responses from more than 2,500 
employers, is the oldest, largest and most comprehensive survey of its kind with results 
that are statistically valid and projectable for any size employer population in the US.  
I’ll then describe some employer case studies and Mercer analyses that suggest 
employees enrolled in an HSA-eligible health plan get the care they need, have lower 
health care costs, and — most importantly — do a good job maintaining their health. 

 
The findings from our survey indicate that an increasing number of American 

workers and their families are enrolled in consumer-directed health plans (“CDHPs”), 
also known as account-based plans. Approximately 34% of covered employees working 
for large employers (those with 500 or more employees) were enrolled in a CDHP in 
2017, which represents a rather astounding 325% increase since 2009. 

 
In addition to demonstrating the increased reliance on CDHPs by the American 

worker, the results from our nationwide survey indicate that HSA-eligible plans save 
about 20% on plan costs when compared to PPO plans and are 6% less costly than 
PPO plans with deductibles over $1,000. I would note for the Committee that the 
success of HSA-eligible plans in reducing plan costs is one of the few strategies proven 
to help “bend the cost curve” and, in turn, help manage premium costs for employees. 
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When we look at what has been happening with PPO deductibles for small 
employers, those with less than 500 employees, the average deductible has crept up 
to almost $2,000 for an individual. For larger employers it is now around $1,000 for an 
individual. By contrast, the median deductible for an HSA-eligible plan is $1,750 for an 
individual but participants also have the benefit of an HSA. According to our survey, 
77% of employers contribute to their employees’ HSA accounts. 

 
While this trend of employers shifting more responsibility for cost to employees 

has been underway for some time, the need to avoid the 40% “Cadillac Tax” accelerated 
the process. We’ve seen that the average PPO deductible has risen faster than the 
overall medical plan cost for the past few years, and employees have been moving 
out of PPOs and into CDHPs with even higher deductibles. While some employers 
may still have room to raise employee cost-share, there’s a growing sense that we 
need additional strategies to slow cost growth that don’t involve shifting more cost or 
responsibility to employees. 

 
In addition to performing our nationwide survey, we also help clients evaluate the 

performance of their medical plans – not only from a cost perspective, but also from a 
care and coverage perspective. 

 
As part of my testimony today, I would like to share with the Committee an 

example of an analysis that we have done for some clients that best shows the actual 
positive effects of HSA-eligible plans on both cost and care. 
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In this case study, the employer had sponsored an HSA-eligible plan alongside a 
PPO plan for three years. We conducted a match analysis to compare and contrast the 
overall experience of approximately 26,000 individuals who were covered under either 
the employer’s PPO or the HSA-eligible plan. To control for variances in health risks 
that could otherwise influence an individual’s choice of plan option, we matched 13,000 
individuals in the PPO with 13,000 enrollees in the HSA-eligible option who shared the 
same demographic and risk profiles at the start of the 3-year comparative period. 

 
 
 
 

 
 
 

When we looked at how the participants in each of the plan options used their 
medical benefits, the data showed us that the utilization of health care was quite similar 
across the two groups. And while the HSA-eligible plan participants used slightly less 
care – with on average fewer emergency room visits and office visits – the HSA-eligible 
plan participants showed a slightly higher utilization of prescription medicines, which 
could actually mean they were more compliant with their prescribed therapies. As for 
preventive care, we also saw little difference between the two groups in their use of 
such care. 

 
As mentioned, we sought to only compare individuals with similar demographic 

and risk characteristics across the two plans. One really interesting finding from this 
case study was that when we looked at the two groups over the three-year period, the 
HSA-eligible plan participants maintained their health status, while those in the PPO 
plan saw [on average] an 8% increase in identified health risks. This fact alone would 
seem to suggest that the HSA-eligible plan may have been more effective at helping 
participants mitigate the exacerbation of existing, or onset of new, medical conditions or 
health risks. 
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And, as for cost, the data was clear. The HSA-eligible plan ended up costing 15% 
less than the PPO plan over the 3-year period. 

 
We performed similar analyses for several of our other employer clients and the 

results from these additional studies are very similar to those that I am sharing with you 
today. 

 
Providing employees with the tools and resources to move toward consumer- 

directed health plans is a critical component. For employers that want to continue to 
provide employees with medical plan choices but would like to see greater enrollment 
in their high-deductible plans, enrollment results from our own Mercer Marketplace 365 
benefit platform support the notion that more employees will choose to move into a 
high-deductible plan if they have the tools and resources to help them feel comfortable 
making that decision. 

 
Finally, I want to note that in addition to the use of HSA-eligible plans, as well as 

other plans and coverage options, employers along with their consultants and advisors 
(such as Mercer) are developing innovative strategies to address some of the biggest 
cost drivers in the US healthcare system, including misplaced incentives, waste, uneven 
quality of care, and the lack of pricing and cost transparency. 

 
Some strategies employers are pursing include implementing Centers of 

Excellence programs, creating on-site and near site health clinics so employees have 
easier access to care, implementing programs to better manage chronic conditions, and 
increased use of telemedicine. Unfortunately, many of these innovations are hamstrung 
by the HSA statute and regulations. For example, a patient with diabetes that is enrolled 
in an HSA-eligible HDHP must meet their entire deductible before the plan can cover an 
eye exam, foot exam, or diabetes medications. 
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Yet, the evidence is clear that patients with diabetes benefit from annual eye 
and foot exams and anti-diabetes medicines. Bipartisan bills have been introduced 
that change this. Additionally, employers can’t waive cost-sharing for telemedicine, 
onsite clinics, Centers of Excellence, or second opinion services for employees that are 
enrolled in HSA-eligible HDHPs. These reforms would inject Value-Based Insurance 
Design into this very popular plan design. 

 
Many of the innovations to date outlined in Mercer and the Council’s report “Leading 

the Way: Employer Innovations in Health Coverage” have met with huge success and – 
if expanded and encouraged – have the potential to fundamentally improve health care 
for all Americans. Mercer and the Council have developed additional suggestions for 
enhancing HSAs and making other policy improvements to help build on these successes 
that we would be glad to share with you. 

 
We thank you for holding this hearing today. We hope that the hearing serves to 

help build on these successes by highlighting how HSAs can, indeed, engage patients and 
bend the cost curve 

 
Thank you again for the opportunity to share these findings with the Committee. 

I’ll be pleased to answer your questions. 
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Comments for the Record 
United States House of Representatives 

Committee on Ways and Means 
Health Subcommittee 

Lowering Costs and Expanding Access to 
Health Care through Consumer-Directed Health Plans 

Wednesday, June 6, 2018, 11:00 AM 

By Michael G. Bindner 
Center for Fiscal Equity 

 
Chairman Roskam and Ranking Member Levin, thank you for the opportunity to submit 
these comments for the record to the House Ways and Means Health 
Subcommittee.  They mirror our submission to the committee of  May 17, 2016. 

Proposals along the lines proposed have long been a part of our standard package of 
health care reforms.  We have long advocated a conversion to catastrophic insurance 
with a medical savings account to pay for appointments and drugs, although we have 
always suggested a third element – a Medical Line of Credit to bridge the gap between 
the current MSA balance at the catastrophic deductible.  The MLC would also pay for 
services, including acupuncture and reproductive health that may not be covered or 
coverable under catastrophic insurance.    

Under our standard tax reform proposal, catastrophic policies would be purchased by all 
employers (and certain self-employed) as an offset to the Net Business Receipts 
Tax/Subtraction VAT.  The Net Business Receipts Tax (NBRT) includes tax expenditures 
for family support,  health care and the private delivery of governmental services. It will 
fund entitlement spending and replace income tax filing for most people (including 
people who file without paying), the corporate income tax, business tax filing through 
individual income taxes and the employer contribution to OASI, all payroll taxes for 
hospital insurance, disability insurance, unemployment insurance and survivors under 
age 60. 

While this raises the tax rate, the lack of any tax subsidy would doom private insurance 
and deny most families medical care.  Likewise, the Health Savings Account would be 
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provided by employers, but would be a deduction rather than a credit.  Medical Lines of 
Credit would be funded entirely by employees with no tax advantage – as under our plan 
most employees would not pay any income taxes. 

Personal experience with cardiac care (luckily a succession of false alarms) showed that, 
while this approach makes economic sense, it does not jibe with how doctors operate.  
There is no price schedule in the waiting or exam rooms to compare costs for proposed 
procedures or tests. Health care is not a normal good.  While it responds to market 
pressures, some care cannot be limited by them.   

I also came to the conclusion with the passage of health care reform – and the electoral 
rejection of the health care reform above which was not far from what Senator McCain 
proposed in his 2008 run (and which was not even mentioned as the Republican 
alternative in the Obamacare debate) – that Americans like their comprehensive 
insurance.  Most importantly, while the Medical Line of Credit is essential for complete 
health care, its inclusion essentially short circuits any decision to shop for care. 

If the McCain approach cannot pass, will the Affordable Care Act survive the test of time 
(it has certainly survived all attempts to repeal it)?  Possibly.  The key concept, that 
people in marginal jobs deserve the same tax subsidies that corporate employees get is 
sound.  Those parts that fulfill that need, which originated in the Heritage Foundation 
(which even now clamors for repeal) are also worthy.   

What is less defensible are the higher non-wage income taxes used to fund it, although 
no bill which just repeals these will survive a Budget Act point of order in the Senate 
(regardless of House Rules) nor would the political optics look good.  Repeal would hurt 
too many Americans, so expansion of the tax (along with a rate cut) with some form of 
consumption or payroll tax– such as the one proposed by Senator Sanders in his single 
payer plan (or by Mrs. Clinton during her husband’s health care reform effort).  In our 
proposal, the consumption tax used would be the NBRT/Subtraction VAT. 

The main danger to the Affordable Care Act is ease of entry and exit.  If it is too easy to 
get in, then people will wait until they are sick to sign up.  After they are well, any plan 
will stop coverage if you stop sending in your monthly premium check.  If enough people 
do that, rates go up and the cycle goes down.  This eventually leads to a collapse in the 
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system that can be fixed in one of two ways – give everyone cheap and mandatory health 
care or place health insurers into bankruptcy, like General Motors and Chrysler, and 
reorganize them into a single-payer system (without any congressional action).  Had the 
leadership laid out this scenario, it might have stopped the Affordable Care Act – and 
insurance companies would have most assuredly stopped contributions to the GOP. 

The low-cost system with catastrophic care would operate as above (and would 
hopefully include the Medical Lines of Credit).  Single-payer care would be funded by 
the NBRT/Subtraction VAT.  Such a tax is superior to the payroll tax proposed by 
Senator Sanders because it would hit profit.  The upper-income payroll taxes for non-
wage income would repealed and incorporated into the NBRT.    

Under Single-Payer, we propose an additional option.  Firms that provide direct health 
care, such as automobile manufacturers, would not pay for third party coverage at all.  
The cost of the coverage provided would be an offset to the NBRT. 

We believe that our current insurance system adds no value to health care. 
Theoretically, insurance pools everyone’s costs and divides them up with everyone 
paying a monthly share, regardless of the risk they pose.  

The profit motive has given us differential premiums based on risk and age. Indeed, the 
age based premiums in the last attempted health reform were so unaffordable to older 
Americans in individual plans that the bill could not pass the Senate. Single payer plans, 
funded through the NBRT, would not have this feature and insurance companies doing 
claim processing for the government would be paid an adequate profit with little risk. 

Short of that, an NBRT subsidized Public Option would allow sicker, poorer and older 
people to enroll for lower rates, allowing some measure of exclusion to private insurers 
and therefore lower costs. Of course, the profit motive will ultimately make the 
exclusion pool grow until private insurance would no longer be justified, leading-again 
to Single Payer if the race to cut customers leads to no one left in private insurance who 
is actually sick. 

The NBRT can provide an incentive for cost savings if we allow employers to offer 
services privately to both employees and retirees in exchange for a substantial tax 
benefit, either by providing insurance or hiring health care workers directly and building 
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their own facilities. Employers who fund catastrophic care or operate nursing care 
facilities would get an even higher benefit, with the proviso that any care so provided be 
superior to the care available through Medicaid. Making employers responsible for most 
costs and for all cost savings allows them to use some market power to get lower rates, 
but no so much that the free market is destroyed.  

This proposal is probably the most promising way to arrest health care costs from their 
current upward spiral – as employers who would be financially responsible for this care 
through taxes would have a real incentive to limit spending in a way that individual 
taxpayers simply do not have the means or incentive to exercise.  

While not all employers would participate, those who do would dramatically alter the 
market. In addition, a kind of beneficiary exchange could be established so that 
participating employers might trade credits for the funding of former employees who 
retired elsewhere, so that no one must pay unduly for the medical costs of workers who 
spent the majority of their careers in the service of other employers. 

Thank you for the opportunity to address the committee.  We are, of course, available 
for direct testimony or to answer questions by members and staff. 
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Chairman Roskam, Ranking Member Levin, and Members of the Subcommittee, the Council for 
Affordable Health Coverage (CAHC) appreciates the opportunity to submit a statement for the 
record on lowering costs and expanding access to health care through Consumer Directed Health 
Plans.  

About CAHC 

CAHC is a broad-based alliance with a singular focus: bringing down the cost of health care for all 
Americans. Our membership reflects a broad range of interests—organizations representing patient 
groups, consumers, small and large employers, insurers, and physician organizations. All told, we 
have more than 75 distinct member organizations representing tens of millions of people with an 
interest in more people covered in affordable private insurance arrangements, including consumer 
directed health plans paired with Health Savings Accounts (HSAs) and other account-based plans. 

Health Costs Ascendant 

CAHC is concerned health costs are too high and rising too fast. In fact, costs continue to rise faster 
than the economy and incomes. Last year, combined insurance and out-of-pocket spending in an 
average employer health plan for the typical family of four totaled $28,166 – up from "just" $9,435 
in 2002.1  Since 2010, the medical cost trend, which drives premiums and cost sharing, has increased 
by 73 percent, about four times faster than wages. As a result, by 2030 the typical family will spend 
more than 50 percent of their income on health care. 2  

 

This is not sustainable. 

                                                             
12018  Milliman Medical Index available at http://www.milliman.com/mmi/ 
2 “2015 Milliman Medical Index.” Milliman, May 2015. http://www.milliman.com/uploadedFiles/insight/Periodicals/mmi/2015-MMI.pdf  
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Account Based Plans 

HSAs, HRAs, FSAs and other account-based plans are lowering costs and proving more affordable 
alternatives to ACA or other plans for consumers and employers. HSAs allow consumers to put 
aside tax-free money to cushion the blow of rising health costs; they also create incentives for 
consumers to seek out the lowest cost, best quality care. To be maximally effective, therefore, 
consumers need transparency in health care.  

First created in 2003, HSAs have gained widespread acceptance by employers and employees alike, 
but Congress has failed to upgrade the law to reflect market advances. These changes include 
flexible benefit designs, zero-dollar preventive care, wellness and telehealth strategies, and 
transparency tools to inform consumer decisions. In many ways, therefore, markets have outpaced 
the statutory construct of HSAs. CAHC recommends Congress enact reforms to modernize HSAs to 
make HSAs both more attractive and more viable. 

CAHC has endorsed H.R. 5138, the Bipartisan HSA Improvement Act (Reps. Kelly and 
Blumenauer) and H.R. 4469, the Health Savings Act of 2016 (Rep. Paulsen), and encourages the 
Committee to move forward with the ideas contained in both bills. Specifically, CAHC supports the  
allowance of distributions for OTC drugs, preventive care clarification, direct primary care 
arrangements, workplace wellness programs and other changes to make HSAs work better for 
account holders and employers.  

There are three additional challenges specific to HSAs that Congress should address, including: 

1. Providing flexibility for the insurance associated with HSAs by allowing plans to meet an 
actuarial value rather than the current strict statutory rules; 

2. Clarifying the treatment of excepted benefits and allowing for coverage of telehealth services 
within the deductible; and 

3. Ensuring better information on provider prices and quality to help drive better decisions and 
better tools.  

Insurance Benefit Design Flexibility 

Under current law, HSAs must be paired with acceptable insurance that meets certain statutory 
requirements, including a minimum deductible and a maximum out of pocket limit. Advances in 
insurance design, including value-based benefit design and modifications in cost sharing to meet 
certain actuarial values have become much more common since enactment of the HSA law.  

CAHC supports providing more flexibility to employers and plans by allowing HSA affiliated 
insurance policies to meet an actuarial value of at least 70 percent of the statutory requirements. 
Plans should certify that their policies meet actuarial value based on the certification of private 
sector actuaries according to procedures determined by the Secretary of Treasury. This is based on 
the existing Part D model for certification of Actuarial Value for Part D plans and would allow 
insurers and employers to offer different benefit designs from a standard HSA-affiliated policy.  
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Excepted Benefits and Telehealth 

Excepted benefit products are not major medical health insurance. “Excepted” benefits are defined in 
law (by Congress), they pre-date the ACA, and they are exempt from numerous provisions in the ACA, 
including its market reforms because these policies are not health insurance. The 1996 HIPAA defined 
excepted benefits in statute and included “limited scope” dental and vision benefits, disability income, 
worker’s compensation, long term care, and coverage for a specific disease or illness and hospital 
indemnity or fixed indemnity insurance. These benefit plans provide cash benefits and can replace lost 
income due to an illness or accident. Excepted benefits are not creditable coverage and are also not 
minimum essential coverage under the ACA, and individuals who have only excepted benefit coverage 
currently are still subject to the individual mandate penalty. Large employers that offer only excepted 
benefit coverage to their full-time employees must pay the employer mandate penalty if a worker 
accesses exchange subsidies. 

CAHC supports a long-overdue technical correction to the 1996 HIPAA law that will conform the 
HSA “permitted insurance” text to the “excepted benefits” text that is used in ERISA, the Public 
Health Service Act, and other provisions of the Internal Revenue Code relating to “excepted benefits” 
insurance coverage. This “excepted benefits” technical correction will provide clarity to employers 
who are not always sure if a supplemental benefit they would like to provide is allowed to be offered 
alongside an HSA.   

Finally, CAHC supports the expanded use of telehealth services because telehealth can improve 
access to care while lowering costs. Currently, telehealth services are covered medical expenses 
under HSA-affiliated group and individual health plans. HSA funds may be used to pay for these 
services and any associated cost sharing. We support allowing HSA-affiliated plans to cover 
telehealth within the deductible without impacting a person’s eligibility for the HSA. The best way 
to achieve this goal is to treat telehealth as a separate issue from the excepted benefits issue and to 
clarify reimbursement for such services does not impacting HSA eligibility. We have attached 
language to this statement that achieves this goal. 

Health Care Transparency 

HSAs empower consumers to make choices about their health care by putting tax-free dollars in 
their hands. To stretch those dollars, they also need accurate information on plan, provider and drug 
costs. Last year combined insurance and out-of-pocket spending in an average employer health plan 
for the typical family of four totaled $28,166 – up from "just" $9,435 in 2002. The 2018 minimum 
annual deductible for self-only HDHP coverage is $1,350 (a $50 increase from 2017), while the 
family HDHP coverage is $2,700 (a $100 increase from 2017).3  For those with Obamacare 

                                                             
3 IRS https://www.irs.gov/pub/irs-drop/rp-17-37.pdf 
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coverage, the average Silver plan deductible is $4,033. Consumers with higher deductibles tend to 
shop more, as depicted in the figure below and outlined in a 2017 Health Affairs study.4 

 

Unfortunately, consumers have more information on the price and quality of televisions than they do 
on health care providers. Most providers do not provide prices publicly, and if they do, the prices 
typically reflect “charges”—list prices—that often exceed actual amounts collected by several fold. 
In addition, prices within local markets can vary by as much as 700 percent. For example, MRIs are 
largely a commodity, but their price varies greatly. If consumers knew price and quality of an 
imaging facility, they might choose a higher value provider. This creates competition and cost 
restraint. 

CAHC’s campaign on transparency has outlined a number of reforms we believe the Committee 
should pass as an add-on or side car to HSA modernization legislation. Below are some principles 
we encourage the Committee to consider: 

• Provide consumers information on the price of the top 50 voluntary procedures. The price 
should be defined as an actual price (net of any price concessions) or as an average of all 
privately paid amounts, and ideally adjusted based on risk and complexity. 26 states have 
similar laws. 

• In fact, some surgeons, surgery centers and hospitals are beginning to publish prices online. 
Knowledge of pricing is a wonderful start, but patients also need information on quality. 
Patients need tools to comparison-shop surgeons and facilities, so they get the most value.  

• Uniformity in reporting is essential, so patients can become well-informed consumers. 
Reporting must be procedure-specific and include metrics such as number of cases 
performed, success rates and complication rates, all graded against national norms.  

                                                             

4 Ateev Mehrotra, Katie M. Dean, Anna D. Sinaiko, and Neeraj Sood; Health Affairs, August 2017, “Americans Support 
Price Shopping For Health Care, But Few Actually Seek Out Price Information” accessed at 
https://www.healthaffairs.org/doi/pdf/10.1377/hlthaff.2016.1471 	
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• Ultimately, we need to get to provider-specific, procedure-specific quality data, like number 
of cases performed, success rates and complication rates, so consumers can become well-
informed shoppers.  

• Private sector transparency tools are built off of data (price and quality) gleaned through 
claims, clinical and real-world data, which are often the byproduct of federal health 
programs, and, therefore, taxpayer investments. If released to the public, this data could be 
put to use to develop consumer tools, spot problems, and create solutions. HHS should be 
directed to increase the availability of health care data in standardized formats for developers, 
researchers, and consumers, for public good as by-products of taxpayer investments in 
federal health programs. Congress should reform the QE program to expand access to 
provider data, including:  

o Allowing insurers and employers to access the same raw data as providers; 
o Reducing time for provider response to standardized reports; 
o Expanding allowable uses of data and personal health information (Alternative 

Payment Models); and 
o Allowing QEs to charge for data and value-add analytics. 

Conclusion 

While many Americans with significant health needs or lower incomes have greater access to 
coverage now, the reality is that for millions of others, health coverage is less affordable and more 
out of reach than when the ACA was enacted. Recent rate filings indicate this trend will continue 
and may worsen in the years to come. This fact should spur Congress to enact bipartisan reforms to 
expand consumer directed health plans to provide greater options that make health care more 
affordable and accessible for all Americans.  
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Telehealth Proposed amendment to 223(c)(2): 

(E) A plan shall not fail to be treated as a high deductible health plan by reason of failing to have a 
deductible for telehealth services.  For purposes of this section the term telehealth means the exchange 
of medical information from one site to another by means of electronic communications to improve a 
patient’s clinical health status.  

 

 

 




